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How the “inside” picture becomes clearer 


Topay, when the doctor uses. X-rays for check-up or diag- 
nosis, he sees and learns much more —and with greater 
accuracy —than ever before. For now, in a triumph. of sci- 
ence and research, the X- ray goes far beyond its first role 
of showing bone fractures, or locating metal objects that 
were euellowed by mistake. 

Through the use of chemical “contrast agents,” the 
organs of our bodies are now made to stand out sharply and 
distinctly in X-ray pictures. Special chemicals, adminis- 
tered by mouth or by injection, concentrate in the organ to 
be studied. These chemicals offer higher resistance to the 
passage of X-rays, resulting in a more vivid picture. Doc- 
tors are finding this technique especially valuable in study- 
ing the digestive tract and the kidneys. 

Better materials have aided medical research in devel- 
oping these and other aids in X-ray diagnosis. Many types 
of X-ray tubes are more effective when fille d with nitrogen 
gas. Stronger steels and steels that are stainless give us X-ray 


equipment that is lighter*easier to handle and maintain. 


Trade-marked Products of Divisions and Units include - 


LINDE Oxygen «¢ PREsST-O-LITE 
ELECTROMET Alloys and Metals « 


NATIONAL Carbons ¢ EVEREADY Flashlights and Batteries 


Acetylene * PYROFAX Gas ° 
HAYNES STELLITE Alloys 


ACHESON Electrodes e¢ 


Electrical equipment depends on carbon... and on insula- 
tions that are more effective, thinner, and longer lasting, 
thanks to the better plastics now available. 


Synthetic chemicals go into “contrast agents” — also 
many medicines and pinnate while pure oxygen sus- 
tains lives during periods of heart and lung diffic ulty. 

The people of Union Carbide produce many materials 
for the advancement of medicine. They also produce many 
other materials for the use of science and industry —to the 
benefit of mankind. 


FREE: Let us send you the new illustrated book- 
let, “Products and Processes,” which shows how 
”s Alloys, Chemi- 
cals, Carbons, Gases and Plastics. Just write— 


science and industry use UC 
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SYNTHETIC ORGANIC CHEMICALS 
e BAKELITE, KRENE, VINYON, and VINYLITE Plastics 
PRESTONE and TREK Anti-Freezes 











No, you can’t photograph the earth from 
50,000 miles away—yet! But you can do 
almost anything else with photography, 
from picturing the birth of an atom to 
catching Junior asleep under the beach 
umbrella... 

A bright Sunday afternoon is a real 
challenge to the owners of America’s 
34,000,000 amateur cameras. For today, 
anyone can be enough of a physicist, chem- 
ist and artist to record on film whatever 
his eyes can see. 

But amateurs account for only one-third 
of the photographic industry’s $500-mil- 
lion annual volume. Cameras and other 
photographic equipment are primarily 
working tools which contribute in a thou- 
sand ways to improved products, better 
health and greater knowledge. 

The myriad uses of photography are 
the result of painstaking, costly and never- 
ending research. 


WOMAN’S COLLEGE LIBRARY 


DUKE UNIVERSITY 


JUL 117749 


DURHAM, N. C. 


“Vision is Indispensable to Progress” 


The story of a 
500-million dollar idea—found in a little black box 


Because of this research, scientists can 
now photograph far more than the eye 
can see—the stars on the very rim of the 
universe—the internal structure of the 
hardest metals—the “tracks” left by nuclear 
particles. 

Your doctor has X-rays, internal color 
pictures and other photographic aids. Pho- 
tographic evidence makes law enforcement 
easier. Microfilms simplify record-keeping. 

Motion pictures have achieved out- 
standing success in the fields of training, 
education and entertainment. Even family 
snapshots and home movies are more en- 


joyable because of photographic research. 


Photography is used in almost every 
industry — for chemical, stress and motion 
analyses—to help make good products 
even better, increase production efficiency 
and lower costs of operation. 

We need not fear for America’s future 
as long as the people continue to dream 
of progress—and invest their brains, en- 
ergy and money to make those dreams 
come true. Because America is free, it is 
the greatest nation in the history of the 
world for dreaming—for planning—and 
for doing. 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 















News within the News 





HOW TO SETTLE LABOR DISPUTES—Here’s well-tested advice on how to solve 
your labor-management problems—and how to keep them from arising—by one 
of the nation’s outstanding experts in the field. Cyrus S. Ching, Director of the 
Federal Mediation and Conciliation Service, gives his recommendations in a 


U.S. News & World Report interview... 


COO m eee eee ee reese aree esses eeeeeseseeeeseees eeeeeere 


WHAT THE ATLANTIC PACT MEANS—How the North Atlantic Security Treaty will 
work, why it can’t be used for aggression, and why it should be a powerful de- 
terrent to war are explained here by Senator Vandenberg, sponsor of the Atlantic 
Pact in Congress. This is the full text of his Senate address...................2.-P. 56 


NEW BILLIONS FOR PUMP PRIMING..P. 11 
Federal spending in excess of income 
will amount to $5,000,000,000 worth of 
pump priming in the year ahead. New 
Deal advisers want to make it $15,000,- 
000,000. But $171,500,000,000 in pri- 
vate resources might be tapped by in- 
dustry if Government policies encourage 
investment and enterprise, and this is 
the road Congress shows signs of fol- 
lowing. 


BETTER TIMES FOR JOBLESS..........P. 14 
How are the growing number of unem- 
ployed, and their communities, faring at 
this time? Many of the answers are pro- 
vided in this on-the-ground survey of 
conditions in Rhode Island, where one 
worker in five is out of work. They show 
how present unemployment cushions are 
working, and the effects on credit, sav- 
ings, business. 


BUSINESS EMPIRES UNDER FIRE....P. 18 
Business combines, big or little, that 
limit competition in their industries are 
in for new trouble under the antitrust 
laws. The drive now under way pro- 
vides an inkling of what to expect. This 
article gives the outlook. 


CANADA VOTES FOR PROSPERITY..P. 20 
Voters in Canada again have proved that 
a combination of prosperity and New 
Deal ideas is just about irresistible. Lib- 
erals, with promises of more security for 
almost everybody, ran far ahead. of both 
Conservatives and Socialists. 


BRITONS RESIST SOCIALISM........P. 22 
Workingmen in Britain, expecting “some- 
thing for nothing” under Socialism, are 
resisting stubbornly Government efforts 
to raise labor efficiency to make ends 
meet. Strikes, with demands for wage 
boosts and more benefits, keep costs up. 


EASIER DRIVING AHEAD.............. P. 26 
Major overhauling of this country’s high- 
ways is in store if Congress goes along 
with plans now shaped. At present, 
many U.S. roads are too narrow for 
safety. They have dangerous curves. 
Three of every four bridges are unsatis- 
factory. Tunnels are unsafe. Total job 
may cost $11,000,000,000. 
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Yes, Willie certainly needs a “nickel”... 
a five-cent piece to pay for his best girl’s 
bottle of pop. 


* * 


But if he were in Ecuador it could be 
a “sucre” or in Hyderabad a 4 “rupee.” 
In older days it might even have been the 
“threepenny-bit” of an Irish lad or the 
5-satang of a Siamese. And lots of other 
names in other places. For coins made of 
Nickel, or one of its alloys, have been 
adopted by more than 100 governments. 


* * 


These coins vary in value with time and 
place. Some increase, some decrease, some 
have become collectors’ items...a 1913 
Liberty-head “nickel” recently brought 


When a Feller Needs ‘‘Your Unseen Friend’’ 


$3750.00 for its owner. But they all had 
one thing in common, to make them stand 
up under constant handling. They all had 
an Unseen Friend in Nickel. 


* * 


For coins, like so many other things, must 
be made of a metal that will last and keep 
a pleasing color through the years. They 
must not be too hard to be stamped out 
..- but hard enough not to wear out. They 
must be easy to mint, yet difficult to 
counterfeit. 
. * 

Just one more way Nickel is Your Unseen 
Friend. It's “Unseen” because Nickel is 
usually combined with other metals to 
help them do special jobs and you seldom 
see it in its pure state. It’s your “Friend” 





because it serves you every day in many 


a way. y s 
Write for Your Free Copy of 
“The Romance of Nickel” 
This illustrated 60-page 
booklet tells the story of 
Nickel, from ancient dis- 
covery to modern-day 
use. For your free copy, 

address Dept. 316y, 

The International Nickel = 
Company, Inc., New York 5, N. Y. 


THE INTERNATIONAL NICKEL COMPANY, INC. 







OF SERVICE 


Nickel 


... Your Unseen Friend 
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The Fleetline De Luxe 2-Door Sedan 
White sidewall tires optional at extra cost. 


Seeing is Lelieving —Lriving is Leciding 


Poxtvnouery After all, your own eyes and your own 
and seeing is believing, driving is deciding that this lively 
and luxurious Chevrolet is, indeed, the most beautiful buy of all. 

Your eyes will tell you that its lines, colors, fixtures and 
fabrics identify it as the beauty leader of 1949—the only car 
offering a smart, roomy Body by Fisher at lowest cost. 


And your tests will tell you that it offers an entirely new kind 


tests are the best guides to motor car value; 


of driving and riding ease . . . gives a unique combination of 
performance, dependability and gas and oil economy . . . and , 
is extra safe, too. For only Chevrolet provides new Center- 
Point Design, a Valve-in-Head engine, and safety factor after 
safety factor of highest-priced cars at the lowest prices. 

Yes, seeing is believing and driving is deciding that it 
pays to own a Chevrolet—the most beautiful buy of all— 


and America’s first choice, again this year! 


CHEVROLET MOTOR DIVISION, General Motors Corporation, DETROIT 2, MICHIGAN 


CHEVY ROCK T 


—the most Leautiful BOW of all/ 


FOR QUALITY AT LOWEST 


COST... AMERICA’S 


CHOICE FOR 18 YEARS 





ion of 


prices. 


that it @ SS) 


fal— @ . 




















FROM THE A 


NATION‘S To morrow LOOK 


CAPITAL AHEAD 


























24th and N Streets, N.W. 


: Newse@ren Washington, D. C. 


Rez. U.S. Pat. Off 


Among the near certainties in an uncertain world are these: 

Britain won't be permitted to go bankrupt. Dollars will be pumped in from 
some source to avoid a British crisis. Britain will go on depending on outside 
help, instead of trying too hard to live on what she can earn. 

Aid for other countries, at $28,000,000,000 in postwar, won't be enough. 

Old-time virtues of frugality, hard work, self-reliance will be played 
down. New-time stress on "gimmies" will be intensified. 

U.S. Treasury, as a result, will be pumped for everything it is worth. 
U.S. taxpayers, once the dollars run low, will be blamed for not providing 
every country with everything it would like to have. 

Weaning time for countries dependent on U.S. is a long way off. 











U.S. ideas of how the world should be run won't be accepted, either. 

Freer trade is to be a dream, not a reality. Trade in the werld will be 
more on a barter basis, less on a basis’ of free. exchange. 

Controls will be used abroad to try to avoid competition. 

U.S., most efficient, highly productive, often lowest priced, will find its 
goods bumping against more and more outside barriers raised by countries less 
efficient, less productive, higher priced, seeking protection. 

Other countries, Squeezed, will expect handouts from U.S. 

This country, in effect, will pay the piper but not call the tune. fhe 
tune calls for new and higher barriers to U.S. goods in markets abroad. 








Budget troubles at home will grow, not shrink. Spending will go up to 
above $42,000,000,000. Income will go down to $37,500,000,000 or less. 

Deficits will grow, approaching $5,000,000,000. 

U.S. is discovering that there is a limit to what it can do and give. The 
outside world doesn't know that yet. Neither do many in U.S. 





Taxes will not be increased to cover the deficit. Taxes may actually be 
cut this year or next. Excise taxes are due to come down before very long. 

Borrowing to pay bills will become accepted practice again. Debt at $252,- 
000,000,000 won't frighten the country into cutting its expenses. Bigger debt 
will be accepted in place of smaller spending, fewer handouts. 





The dollar, even so, will remain good unless there's another war. 

Dollar strength is found in the productive ability of U.S. industry and 
agriculture. Dollars, superabundant, still buy a lot in the way of goods. 

Dollar's value, in terms of gold, will not be changed. Gold will be priced 
at $35 to the ounce in the foreseeable future. Price rise in gold to $55 an 
ounce, suggested by French and British, won't be permitted or ordered. 

Gold price at $55 to the ounce would mean a cut in the price of dollars. 
Britain, with access to South Africa's gold, then could get an added $20 for 
each ounce, thereby helping to ease the dollar shortage. A cheaper dollar, how- 
ever, would increase the attractiveness of U.S. goods at a time when more goods 
already are flowing out than other countries can pay for. 
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NEWSGRAM--TOMORROW-~- (Continued) 
Dollar tinkering isn't going to be tried in this period. 


Alliance of U.S. with Western Europe will be ratified. 

Military alliance, once ratified, will involve a historic change in U.S. 
policy. So that you can know exactly what is involved in the coming alliance, 
we give you on page 56 full text of an analysis by Senator Arthur Vandenberg. 

Aid to back the alliance will be voted, too. Military aid is to be long 
range, not just for one year. It will permit U.S. to bear part of Western 
Europe's defense costs. Taxpayers abroad will get help from U.S. taxpayers. 








There are these other very strong prospects: 

Farmers will continue in 1950 to have many of their prices supported by 
Government at or near 90 per cent of "parity." Farming, definitely, is to be a 
protected industry as far into the future as anyone can see. 

Food, as a result, will not become cheap unless subsidy plans are changed. 
Brannan plan, to let farm prices fall and then bolster farmer incomes by use of 
Treasury checks, would permit cheap food but at taxpayer expense. 

Food subsidy, of Brannan type, if applied to hogs alone would cost about 
$600,000,000 in the year ahead. Cost of $5,000,000,000 or even more seems to be 
probable if the plan should be applied to all basic farm commodities. 

Subsidies to farmers, under present plans, still can cost billions. 








Social Security will be stepped up next year, if not this. 

Old-age insurance is to be extended to businessmen, lawyers, doctors, 
housemaids, but not to farmers. Benefits, now small, will be about doubled. 

Insurance for those permanentlv discbled is likely to be added. 

Disability insurance for tempor-rv ailments stands much less chance. 

Taxes to support old-age insurance are to be raised, either next January cr 
the year after. Tax on pay rolls eventually will reach 6 per cent to support 
old-a~e insurence and insurance for permanent disability, split half and half 
between employer and employe for employed wcrkers. Tax for self-employed is to 
start at 1.5 per cent of the first $3,000 of income, then rise gradually. 





Subsidies for low-cost housing, now voted, will start on a modest scale, 
rise. Public housing can grow into an immense program in later’ years. 
Housing, public and private, is to be center of big-scale investment. 
Tax-free federal bonds for public housing, mortgage guarantees for credit 
in private housing will be means of attracting money into building. 





When it comes to business and how it is doing..... 





Trade is high in physical volume. Dollar sales are off somewhat, but not 
drastically. Construction is holding high in most fields. Production cuts are 
sharp in a few industries, but no sharper than expected. 

Prices are to continue under pressure. Price declines are moderate, 
though, not precipitate and not all across the board. Wave rates are holding. 

Deflation will go on through 1949. Deflation in this period, however, is 
to be moderate, as we've been stressing. There's recovery ahead for 1950. 








Big strikes, if they develop, are likely to be short. 

Steel strike seems improbable, or, if called, will be brief. Strike in 
steel would bump into an injunction forcing an 80-day=-cooling-off period. 

Coal, on a 3-day week, is being conditioned by John Lewis for a showdown 
when coal stocks get low. That won't be until a good deal later. 

Auto strike is possible, but the union shows no great desire for a strike 
that would cripple any major sector in this industry. 

Labor law, whatever happens to it, is to retain some power to deal with 
strikes that would affect all business as a coal or steel strike would. 
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BUNDY 
TUBING 





Puts $2,500,000.00 Plant 


m Pennsylvanta 


W.W. ANDERSON, President of Bundy Tubing Company, 
gaid: “We placed a new plant at Hometown, Pennsy!- 
Vania, to expand our production capacity for specialty 
Mubing . . . and also as a means of decentralizing our 
Dperations. We like to keep in close touch with our 
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Invests Several Millions 


| 
| 
li 


| DOUGLAS M. BLACK, President of Doubleday & 
| Company, said: ‘We picked this Pennsylvania location 
P for our new plant partly for its proximity to source of 
ppercr, age enes. etc., and partly for its good shipping 
‘acilities for outgoing books.” 

__ The new Doubleday plant at Hanover, York County, 
»Pa., produces, on rotary presses, the long-run editions 


employees. We have found in Pennsylvania a very fine 
type of employee. We draw upon a group of five Pennsyl- 
vania towns rf our people and the citizens of these five 
towns have cooperated wonderfully with us in finding 
the right site pas getting our new plant into operation:’ 





DOUBLEDAY & 
COMPANY 


SF 











mn Pennsyluama Plant 


of Doubleday books and editions for such book clubs as 
the Literary Guild of America, the Book League, the 
Doubleday Dollar Book Club, the Home Book Club, 
the Mystery Guild and the Family Reading Club. 

In addition to the new Hanover plant, Doubleday 
also maintains a warehouse and shipping facilities in 


Philadelphia. 











Billions of new capital have been poured into pro- 
ductive facilities in Pennsylvania since the wars. . . 
new plants . . . expansions of old ones. The State 
Department of Commerce would like to tell you about 
possible sites, markets, raw materials sources, taxes, 
etc. Write to Harrisburg, Pennsylvania. 


COMMONWEALTH OF 


Pennsylvania 


THEODORE ROOSEVELT, Il! 


Secretary of Commerce 








_ EACH DOT ON THIS MAP REPRESENTS AN 
| AVERAGE OF OVER $1,000,000.00 in 
new or expanded industrial plants since 
the war— 1096 companies in 52 different 
| Industries. The total new investment was 
| more than two billion dollars. 


JAMES H. DUFF 
Governor 
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Pittsburgh has excellent transporta- 
tion facilities. Combined rail and 
water borne tonnage is greater than 
that of any other industrial area in 
the worid. Five Class I railroads 
... three navigable rivers connect- 
ing with the 12,000 miie Mississippi 
system. Leading airlines augment 
Pittsburgh transportation, and 
will soon use one of the nation’s 
largest airports. 

Your Pittsburgh business has 
ready access to markets, raw mate- 
rials, fuel. And your banking needs 
can be served competently through 
Peoples First National and its 15 
completely staffed offices. Your in- 
quiries on Pittsburgh and Peoples 
First National facilities will be 
welcomed. 


PEOPLES FIRST 
NATIONAL 


BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 
Member F.D.I.C. 




















O THE U.S. SENATE, it was a solemn, 

historic—and rather chummy—week. 
Because the regular halls of Congress 
are being given a $5,000,000 renova- 
tion job, the Senate met in a small, 
cramped room to debate the North At- 
lantic Pact uniting the U. S. and Western 
Europe in common defense. Opening 
speeches were heavy with sentiment. The 
Senators were reminded over and over 
that this room—long since a museum 
piece—was the same tiny chamber where 
the U.S. Senate first proclaimed the 
Monroe Doctrine. (See page 24.) 

But the historic past didn’t make the 
present any more comfortable for the 
members of the 81st Senate. They felt 
crowded. The floor was so small it was 
hard to tell where the Senate ended and 
the press gallery began. The members 
were good natured about it, but they 
missed their desks. There was no room 
for such conveniences. Those in the de- 
bate carried their notes in their pockets, 
worked their way to the front of the 
chamber to make speeches, stepped out- 
side occasionally to stretch their legs. 

The situation had some compensations. 
Chairs were more comfortable than those 
the Senators usually have. Acoustics 
were excellent. Because there was no 
room for spectators, most speeches were 
comparatively brief and to the point. 
Still, the Senate missed the public. 

Senator. Arthur H. Vandenberg (Rep.), 
of Michigan, spoke carefuily and elo- 
quently on behalf of the pact as a warn- 
ning to would-be-aggressors. When he 
finished, applause and congratulations 
came from Democrats and Republicans 
alike. But the Senator summed up the 
feeling of many of his colleagues about 
the room where the debate took place. 
He told newspapermen it was too bad 
the North Atlantic Pact had to be con- 
sidered “in a cubbyhole.” (See page 56.) 

Things will be different when Con- 
gress gets back in its regular quarters 
next year. Workmen are improving the 
press galleries and the public galleries, 
are installing facilities for radio micro- 
phones and television cameras. There 
will be lots of room and opportunity for 
the public to see and hear Congress at 
work. For the cramped, crowded mem- 
bers of the 81st Congress, it will be more 
like old times. 


HE HEAT WAS ON in Washington. It 
i pee the hot, sticky old summertime. 
The thousands of Government workers 
lucky enough to have jobs in air-con- 
ditioned buildings were reluctant to 
leave their desks at the end of the day. 
Thousands of others were excused from 
their torrid offices in midafternoon to 
try to get relief from the heat. Here and 
there, people were getting a little edgy. 





The March of the News___ 


Maj. Gen. Harry H. Vaughan, the 
President’s military aide, came back from 
a vacation cruise and landed in the midst 
of the heat. He threatened to punch a 
photographer who wanted “just one 
more” picture, and squared off at a re- 
porter who asked a question the General 
didn’t like. Up on Capitol Hill one hot 
day Defense Secretary Louis Johnson 
and a radio commentator got into a 
snippy argument about something the 
commentator had said. Nearly everybody 
was feeling the heat and the humidity. 

To get away from the weather, Presi- 
dent Truman boarded the presidential 
yacht U.S.S. Williamsburg and took a 
short cruise down the Potomac River. 
He got away from Washington, but he 
didn’t get away from work. He spent the 





GENERAL VAUGHAN 
. « « in the good old summertime 


time studying the business conditions of 
the U.S., and came back filled with 
optimism about a lot of things. 

Mr. Truman told his press conference 
he was “bullish” about the American 
economic situation. He called attention 
to the stock market, which was rising at 
the time he spoke. 

The President felt pretty good, too, 
about the prospects for lasting peace. 
The world is slowly, gradually moving in 
that direction, he said, and will reach 
the goal eventually. 

He was inclined to scoff at those who 
fear the new unification law will make a 
“military dictator” of the Defense Secre- 
tary. The President, he said, is the Com- 
mander in Chief and nobody else can 


' take over that job unless the U.S. Con- 


stitution is changed. 

Without putting it in so many words, 
Mr. Truman indicated he was about 
ready to forget the $4,000,000,000 tax 
increase he has been asking of Congress. 
It has been apparent for months that the 
bill probably would not pass this session. 
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YOUR KITCHE 


DEPENDS ON ABRASIVES 
7 . . . and REFRACTORIES 


Taxe the sheet steel and stainless steel of refrigerator, range and 
cabinets—Norton wheels grind defects from the steel billets; Norton 


grinding wheels and machines surface the rolls that roll the billets into 


sheets; Norton abrasives polish the sheets. 
The dependable performance of refrigerator, dish washer and other 


operating appliances comes from the precision produced by Norton 
grinding wheels and machines, and the still further precision produced 


by Norton lapping machines. 
The gleaming porcelain enamel of 


refrigerator, range and sink is pro- 


duced in furnaces lined with Norton 
high-temperature. refractories. And 
Norton refractories have an impor- 
tant function in the heating units of 


your electric range. 
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You get... 
Maximum Interchangeability 
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Locomotives... ye 
jobs 
Whether for passenger or freight service, C 
the locomotives in the Consolidation Line are 
made up of like components: This permits Wee 
interchangeability of parts to a greater par 
extent than with any other line of diesel pun 
locomotives! Pt 
For the first time, in the ‘‘C’’ Line, start 
sub-assembly construction has been in b 
completely adapted to locomotive design. duri 
Simple, standard ‘“\packaged’’ units—engine, pres 
dynamic braking, compressor, oil filter and $5,0 
cooler, boiler, water tank, gears and 4 Pi 
electrical assemblies—are assembled on the er 
production floor. These are installed—in idm 
the proper combination—in a standard car lars 
body to give a locomotive of the desired 
characteristics. All units are interchangeable 
with like units; all connections are standard. 
Think what this flexibility means in 
getting locomotives with the horsepower, 
gear ratio, tractive effort, boiler and braking 
facilities your road services demand. 





Think what this does to reduce maintenance, 
parts stocking and shopping expense! 

For more details, write Fairbanks, 

Morse & Co., Chicago 5, Ill. 
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FAIRBANKS-MORSE, 


a name worth remembering 


DIESEL LOCOMOTIVES - DIESEL ENGINES - PUMPS - SCALES.- MOTORS - GENERATORS 
STOKERS - RAILROAD MOTOR CARS and STANDPIPES - FARM EQUIPMENT - MAGNETOS. 
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BILLIONS FOR PUMP PRIMING: 


FEDERAL OR PRIVATE CASH? 


Congress Leans to Policies Aiding Investment 


Spending the U. S. into pros- 
perity is being tried again. Pump 
priming is down for $5,000,000,- 
000 cash in the year ahead. 

New Dealers want to triple the 
amount, pour money into big 
Government projects to assure 
jobs for all. 

Congress is slow to go along. 
Trend, instead, is to encourage 
private capital to prime the 
pump, with Government help. 


Pump priming by Government is 
starting again as a counter to deflation 
in business. The pump is to be primed 
during the year ahead, on the basis of 
present spending plans, with at least 
$5,000,000,000 in cash. 

Priming of the business pump is a 
device brought into prominence during 
New Deal days. The amount of priming 
is measured by the number of ‘cash dol- 
lars paid out by Government above the 


Two Ways to Prime the Pump 


How suggested public spending for year ahead 


would compare with pent-up assets that 
individuals could release to private industry 
if encouraged by Government policies 


Suggested Government Spending: $15,000,000,000 
Private Assets That Industry Could Tap:*171,500,000,000 


&. 
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number taken in by Government. In the 
year started July 1, the amount of cash 
drawn from the income stream will de- 
cline, owing to a drop in the amount of 
income to be taxed. Cash paid out will 
rise, owing to higher spending for mili- 
tary purposes, to $2,800,000,000 that 
will flow to veterans as insurance-pre- 
mium refunds, to a flow of cash to sup- 
port farm prices, and to more money for 
stockpiling of raw materials, among other 
things. 

Even with a cash outflow of this size 
above the inflow, the New Deal wing of 
Government advisers is far from satis- 
fied. Its estimate is that, to assure full 
employment, Government must “con- 
tribute” to the income stream between 
$5,000,000,000 and $10,000,000,000 ad- 
ditional. Public works; river develop- 
ment, bigger social-insurance benefits, 
more for farmers are among the proposed 
ways. The goal, to assure jobs for all and 
revived inflation, is about $15,000,000,- 
000 in pump-priming cash. 

_ The issue of pump priming through 
bigger federal spending and investment 
or pump priming through private spend- 
ing and investment is starting to shape up. 






Public spending of borrowed money 
is the New Deal concept and has strong 
support in White House councils. There 
are two serious drawbacks to priming of 
the business pump with borrowed money. 
One is in the fact that New Deal experi- 
ence failed to demonstrate that pump 
priming really does produce prosperity. 
The second is the hazard in spending 
large amounts of borrowed money at a 
time when the national debt already ex- 
ceeds $252,000,000,000. To add greatly 
to that debt might frighten the public. 

Private spending and investment is 
the alternative to public spending of bor- 
rowed money as a means of pump prim- 
ing. Immense reservoirs of liquid assets 
are in the hands of individuals and cor- 
porations, available for spending and 
investment in enterprise if the sort of 
climate exists to attract investment. In 
addition, there is an almost limitless 
amount of expansion that could occur in 
bank: lending to private borrowers if 
potential borrowers and lenders felt more 
assured of future government policy. 

What you find is this contrast: 

Needed for pump priming by Gov- 
ernment to assure full employment, as 
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estimated by New Deal officials—about 
$15,000,000,000 in spending of borrowed 
cash. That’s the amount tor one year, 
with the theory being that the pump, 
once primed, would pour out taxable 
income that would be abundant enough 
to produce a later balance in the budget. 

Available in liquid assets of individ- 
uals alone, which could be tapped by 
private industry—about $171,500,000,- 
000, or more than 10 times the amount 
that the Government advisers feel is 
needed to assure full prosperity through 
investment. In addition, corporations 
hold $22,000,000,000 in Government 
securities. On top of that, banks hold 
reserves large enough to permit a theo- 
retical expansion of about $300,000,000,- 
000 in loans. 

The chart on page 11 illustrates the 
alternative ways that are available for 
priming the pump. One is through Gov- 
ernment borrowing and spending of 
cash. The other is through policies that 
will encourage private use of liquid funds 
already in hand and through expansion 
of use of private credit. The potential 
for private spending and private invest- 
ment is vastly greater than that for pub- 
lic investment, during a period when the 
public debt already is stretched near to 
the danger point. 

A test of the two methods of pump 
priming, one by Government spending 
of borrowed money, one by policies that 


Economic Lessons: 
1920s and 30s 


Years of Government Encouragement 
Of Private Investment Compared With 
A Period of Heavy Public Spending 








TOTAL PRIVATE SPENDING 


(at 1929 prices) 











GOVERNMENT PURCHASES 
OF GOODS AND SERVICES 


(Federal, State and local, 
at 1929 prices) 





UNEMPLOYMENT 









encourage private spending and invest- 
ment, has been had in the past. In the 
period from 1921 through 1929, there 
was a period in which private expansion 
flowered. A depression followed that was 
aggravated by many things, but there 
had been eight years of high-level pros- 
perity. In the period from 1933 through 
1939, there was a test of pump priming 
by Government. At no time in this period 
was there real prosperity. War followed, 
so that there was no final judgment on 
that experience. 

What the record shows can only be 
revealed through use of figures that are 
adjusted to changes in price so that com- 
parisons are uniform. 

After 1921, when policies were al- 
tered to encourage private pump priming 
with an increase in private credit, a 
period of expansion followed. 

Total private spending in this period 
rose steadily. From the boom peak in 
1920, there was a decline into 1921, then 
a steady rise for eight years. The rise 
was from $63,500,000,000 to $95,400,- 
000,000 in 1929, before deflation took 
over, 

New construction by individuals and 
industry started a great expansion period. 
Where construction had totaled $6,100,- 
000,000 in 1921, it had reached $14,200,- 
000,000 in constant dollars by 1929. 

Government purchases of goods and 
services rose substantially. The entire 


rat 
rise, however, was due to increased 
spending by local and State governments, 
not by the Federal Government. The 
Federal Government, instead ot priming 
the pump in this period, was reducing 
both spending and debt. A budeet that 
had been $6,403,000,000 in the fiscal 
year 1920 was denen to a budget of 
$2,974,000,000 in the fiscal year 1997. 
It edged up a trifle after that, but not 
much. 

Debt of the Federal Government in 
this period declined from $26,597 ,000.- 
000 to $16,026,000,000. In other words, 
instead of priming the pump of industry, 
Government actually was drawing feta 
the pump, applying a brake to the pros- 
perity. 

Unemployment, when private spend- 
ing and investment were carrying the 
full load, was held very low. In 1921, 
there were 4,800,000 out of work. This 
meant that 11.2 per cent of the labor 
force was jobless. In 1929, the number of 
unemployed was 1,600,000 or 3.1 per 
cent of the labor force. There was rela- 
tively full employment all during the 
1920s. 

After 1929, depression developed. Pri- 
vate credit had been overexpanded. 
Troubles abroad intensified. Deflation 
once started at the end of a long period 
when the backlog of needs had been well 
filled, was permitted to feed on itself 
and get out of hand. Then came the 


When Federal Activity Was Contracting 


1921 


1920 













$63.5 


Billion 


$68.8 


Billion 


$3.4 


Billion 


$5.8 


Billion 


.6 


Million 


4.8 


Million 





1925 1929 








$95.4 


Billion 


$82.1 


Billion 


$6.5 


sdiiiteda) 


$8.5 


Til itela) 






8 


Million 


1.6 


Million 















U. S. NEWS & WORLD REPORT 






form 


















ee 


-reased 
iments, 
tL. the 
timing 
ducing 
et that 
fiscal 
get of 
1927. 
ut not 


ent in 
' 000.- 
words, 
lustry, 
. trom 
> pros- 


spend- 
g the 
1921, 
. This 
labor 
ber of 
l per 
; rela- 
g the 


1. Pri- 
nded, 
ation 
deriod 
1 well 
itself 
e the 




















ORT 



































: 





V8 News & World Report 


New Deal and a seven-year period in 
yhich Government tried to plan its way 
into prosperity, with emphasis on pump 
priming through spending by Govern- 


t. 
Taher 1933, with all of the effort of 
Government, with a natural growth in 
the population and in needs of the 
ple, full recovery never was realized, 
until war took over. 

Total private spending rose nearly 

50 per cent from the 1933 low level, but 
in 1989 the level of spending, in dollars 
of constant value, was not back to the 
1929 level. Individuals, as a _ whole, 
weren't as well off as they had been 10 
yearsuearlier, 
“Wew construction increased in the 
New Deal period from $3,600,000,000 
to $9,200,000,000, much of it Govern- 
ment construction during a period of 
pump priming by Government. Yet this 
level of spending on construction, in 
constant dollars, was $5,000,000,000 less 
than the level 10 years earlier when 
building was accomplished with private 
credit. 

Government purchases of goods and 
services skyrocketed during this period. 
By 1939, goverriment was spending $16,- 
900,000,000 in direct purchase of goods 
and services. Almost all the $5,000,000.- 
000 rise from 1933 was in federal spend- 
ing, with much of the increase in the 
form of borrowed money. 
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UNEMPLOYMENT CLAIM: The contrast between the ‘20s and ‘30s is marked 


Debt, which had been $16,000,000,- 
000 in 1929, was above $40,000,000,000 
in 1939, reflecting the Government's 
effort to prime the pump. 

Unemployment, however, remained 
high all through this period. There were 
9,500,000 persons seeking jobs and un- 
able to find jobs at the end of the New 
Deal effort to attain recovery through 
Government investment. This represented 
17.1 per cent of the labor force. 


Was Expanding 


1939 
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In other words, there is nothing in the 
record of the 1930s to suggest that pump 
priming by Government leads to pros- 
perity. War, with its tremendous spend- 
ing and its déstruction of goods, did 
produce a boom, but nobody is advo- 
cating the wartime level of expenditure 
and wartime controls during peace. 

Prosperity, if the record of the past 
is a guide, will need to come through 
expansion in private spending and in- 
vestment, not through pump priming by 
Government. That expansion, in turn, 
depends upon the attitude of people who 
hold the vast total of liquid assets and 
upon the attitude of bankers whose 
lending resources never were so large. 

Tax policy that leaves some reward 
to the person who takes a risk is regarded 
as one prerequisite to private venturing. 
Congress now shows an inclination to 
take a conservative line on taxes. 

Guarantees by Government of mort- 
gage loans, loans abroad, other loans are 
one more means of stirring a rise in 
private priming of the pump. 

Labor laws that assure employers at 
least an even break in bargaining are 
considered necessary to an attitude that 
will encourage people to invest. 

Altogether, the attitude of Congress 
suggests that private capital is to be 
encouraged to go to work fn an effort to 
produce prosperity for the future. The 
idea, sold strongly at the White House, 
that public spending and investment is 
the road to good times is not being ac- 
cepted in Congress, where policies are 
set. This means that pump priming by 
Government on the scale recommended 
by planners will not be undertaken. 
Priming of the business pump in the 
period ahead is to be a job for private 
individuals and private industry, with 
some Government backing. 
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JOBLESS HAVE IT BETTER THIS TIME 


Being out of a job is becoming 
a big worry for workers again. 
But many find layoffs easier to 
take than they used to be. 

Close study in Rhode Island 
shows what it is like to be out of 
work in 1949. Jobless insurance 
tides many over. So do veterans’ 
aid, savings, a little more credit. 

Most unemployed think things 
will be better soon. Real trouble 
comes if benefits run out before 
jobs open up again. 


Unemployment, back again in a big 
way for some localities, is being taken 
in stride at this time. Shock of job loss 
is being cushioned in a number of 
ways. Workers who lose out remain 
hopeful that they can get along. There 
is little of the despair or defeatism that 
goes along with depression. 

In little Rhode Island, one of every five 
persons in the labor force is without work, 
Of those covered by unemployment in- 
surance, one worker out of four is out of a 
job and either applying for or receiving 
insurance benefits. There are 60,000 job- 
less in a working force of 310,000. An- 
other 5,000 workers are on staggered 
schedules, with work one week and idle- 
ness for one or two weeks. Many workers 
are on short time. 

There are signs now of some improve- 
ment in the textile and jewelry industries 
upon which Rhode Island workers largely 
depend for employment. But unemploy- 
ment has been and still is a major prob- 
lem. A member of the Board of Editors of 
U.S. News & World. Report, in an on-the- 
ground survey in Rhode Island, finds 
many contrasts with the prewar period 
when unemployment appeared as a per- 
manent problem. 

Cushions in the present situation are 
many. Industrial pay rolls in Rhode Island 
are down 24 per cent from a year ago, to 
a total of $4,815,000 a week. Weekly 
earnings of industrial workers with regu- 
lar jobs average $47.73, down $1.87 from 
a year earlier. Yet trade is holding up 
quite well. Movie attendance is off, but 
not drastically. Businessmen go on as 
usual without finding that the bottom has 
fallen out of sales. 
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Reported from PROVIDENCE 


Unemployment insurance is one sav- 
ing factor, Most men and women who 
have been working steadily find that they 
are entitled to benefits when they lose 
their jobs, These benefits, paid by the 
State, are lower than workers’ wages, but 
they average $22.14 a week. Some work- 
ers get the maximum of $25 a week. For 
lower-paid workers earning around $30 a 
week, the benefits usually amount to 
about two thirds of normal earnings. 

The average jobless worker is entitled 
to draw these benefits for 17 or 18 weeks, 
although many who had steady jobs last 
year are entitled to collect for the maxi- 
mum period of 26 weeks. Size and dura- 
tion of the benefits are based on past 
earnings. 

Jobless benefits, paid in cash, are 
handed out through central disbursing 
offices. In Providence alone, close to 5,000 





UNEMPLOYMENT COMPENSATION 
- . . the basic cushion 











persons are collecting benefits every day 
that the disbursing office is open. In the 
State as a whole, approximately 46,000 
workers were receiving unemployment 
benefits during June, including veterans 
who are entitled to payments from the 
Federal Government. 

While there is much grumbling that 
the benefits are not big enough—“hardly 
enough to eat on,” many say—it isnot 
unusual for several members of a family 
to draw unemployment insurance, Four 
out of 10 industrial workers’in Rhode 
Island are women, so that some families 
with three or four members employed in 
the textile mills can collect $75 to $100 
a week in benefits, at the maximum of 
$25 each, It is not unusual for both hus- 
band and wife to draw benefits. At the 
average rate, this gives them income of 
$44 a week. 

Veterans’ benefits provide anothe 
cushion, The Federal Government pays 
out $20 a week for 52 weeks to veterans 
out of jobs, and some Rhode Isiand work 
ers still have this money to fall back on 
when they exhaust their State benefits, 
For most veterans, however, federal bene- 
fits cannot be collected after July 235, 
unless Congress extends the time for pay- 
ment. That is the date when the law pro- 
viding for “52-20” payments expires. 

Savings, too, are helping to cary 
many families during the job shortage. 
Most persons now receiving unemploy- 
ment benefits had a little money tucked 
away. These funds are dwindling, though, 
as shown by withdrawals from savings 
banks and redemptions of savings bonds. 

Credit is being extended by some 
businessmen, but this is not extensive and 
is not a major cushion. Larger stores 
generally are not easing their credit rules, 
Collections are holding up quite well, are 
off not more than 2 per cent in most 
stores, although physicians and dentists 
and the corner grocer are finding it harder 
to collect their bills. There is little de 
faulting on past obligations by the unem- 
ployed, The Providence office of the Vet- 
erans’ Administration reports that only 
299 of 10,392 insured home loans are in 
default. 

The real danger in the situation 
arises from gradual exhaustion of benefits. 
Already 8,000 persons have used up their 
credits, By September, the number may 
reach 24,000. Rhode Island’s unemploy- 
ment-insurance system is paying out $4 
for every $1 being collected by the fund 

(Continued on page 17) 
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RACE-TRACK ATTENDANCE IS OFF BY 20 PER CENT EARLY SHOWS AT CHEAPER PRICES ARE POPULAR 


FOOD: ON A DAY-TO-DAY BASIS TAXICABS: A 20 PER CENT DROP CLOTHING: BARGAINS ARE HUNTED 
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BUSINESS FAILURE: NOT COMMON 
U. S. NEWS & WORLD REPORT 





"Y.8 News & World. Report 





in pay-roll taxes. To rebuild the fund, 
employers are asked to contribute a higher 

mtage of their pay rolls, The rate, 
which formerly averaged 1.42 per cent of 
taxable pay rolls, now averages about 2.3 

cent, If the strain on the fund con- 
tinues, the rate may go to the legal maxi- 
mum of 2.7 per cent next year, or work- 
es may be required to contribute part 
of their earnings, as they did from 1937 
through 1946. 

Direct relief payments, while not yet 
a burden on the State and communities, 
can gru.. into a serious problem as more 
jobless exhaust their benefits and spend 
their savings. Welfare officials already are 
worrying about a deficit of relief funds, 
are beginning to ask who will foot the bill 
if unemployment continues and becomes 
more widespread, Most of them look to 
Washington for help. 

The unemployed themselves do not 
seem to be too worried about loss of in- 
surance benefits, Many of them feel that 
recovery will be under way before long 
and that they will be back at work, They 
assume that, if the slump is prolonged, 
the Federal Government will come to 
their aid with a public-works program or 
provide jobs in some other way. 

Living habits change quickly when 
unemployment hits a community. Spend- 
ing for luxuries and less essential items 
has fallen off sharply in Providence and 
over the State. Race-track attendance is 
of 20 per cent from a year ago, and 
betting is down 22 per cent. Night clubs 
and cafes are hard hit. Taxicab business 
has stumped 15 to 20 per cent, and drivers 
complain that they seldom earn more than 
their guaranteed $30 a week. Long lines 
of empty cabs are a common sight on 
the streets of Providence, 

For recreation, the unemployed go to 
the beaches or seek out cheaper enter- 
tainment such as the movies, Movie at- 
tendance is off only 7 per cent from a year 
ago, but more people attend theaters in 
the mornings, when prices are lower. 

Consumers are buying only 5 to 10 
per cent less than they bought at the 
same time last year, but they are con- 
centrating on lower-priced goods; This 
means that furniture, rugs, television sets 
and similar items are moving slowly. 
Volume is kept up in the stores by fre- 
quent cut-price sales. 

Used-car lots are heavily stocked, and 
gasoline sales are running behind sea- 
sonal expectations. Even food is bought 
on a day-to-day basis, 

Labor-management relations are 
good in the face of the scarcity of jobs. 
Strikes are infrequent and unions gen- 
erally are holding back on wage demands. 
Textile unions are signing new contracts 
without wage increases, A few raises are 
being granted. Teamsters settled recently 
for an increase of 15 cents an hour, and 
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construction workers for 10 cents, Wage 
cutting is rare, in the midst of large-scale 
unemployment, although a few cuts have 
been made in the costume-jewelry indus- 
try, which is not highly organized. 

The most serious labor dispute centers 
around demands for a wage increase by 
the Machinists’ Union against a manufac- 
turer of machine tools, The company, in 
resisting the demand, is seeking to oust 
the union as bargaining agent for its 
workers, 

Job hunting is a discouraging pur- 
suit in the Providence area, yet most of 
the people drawing unemployment com- 
pensation seem eager to get back to work. 
Their attitude is that of one worker who 
said, “It is hard for a man to be happy 





portion as they have hit production work- 
ers, White-collar jobs are hard to find, 
however, as employers have a chance to 
be more selective. Office workers taking 
new jobs sometimes are hired at lower 
starting rates than formerly prevailed. 

There is a drift back into domestic 
work of many who had left jobs as maids 
and cooks to work in the factories during 
boom times, Yet it still is hard to find a 
maid who will “live in.” 

The hunt for jobs is especially discour- 
aging to youths just out of college and 
high school, One high school placed only 
two graduates this year. Last year, the 
entire graduating class found jobs. Four 
hundred applicants were interviewed by 
a summer hotel for 50 jobs as waiters. 








THE STATE CAPITOL, IN PROVIDENCE 
. Rhode Islanders are resigned to a little belt tightening 


when he isn’t working.” Few jobs, how- 
ever menial, are turned down when of- 
fered. Housewives whose husbands are 
out of work usually are willing to accept 
any kind of work, but they find few 
openings. 

A few factory workers are drifting into 
temporary jobs on farms, in construction 
and at summer resorts, but there are not 
enough of these in the State to help much, 
Odd jobs, such as yard work, are scarce. 
One. veteran who hunted hard every day 
for two weeks came up with only two 
nights’ work a week, at $5 a night, as 
counterman in a restaurant. 

Factory layoffs have extended to white- 
collar workers, but not in the same pro- 


What stands out in all this atmosphere 
of idleness is a feeling among the jobless 
that better times are coming soon. Few 
believe that a depression of any size is in 
prospect, Textile mills, which provide the 
backbone of employment, are making a 
slight comeback and taking back a few 
workers, Claims for unemployment insur- 
ance dropped from 62,000 in mid-May to 
54,000 in mid-June, For the time being, 
Rhode Islanders are resigned to a little 
belt tightening until the slump that they 
expect to be short-lived blows over. If 
they are right, this highly industrialized 
area may be able to pull out of its 
troubles without anybody’s being hurt 
too badly. 
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BUSINESS EMPIRES UNDER FIRE 


Right of one company to hold 
major interest in another is the 
real issue behind Du Pont anti- 
trust suit. 

Government argues Du Pont- 
General Motors-U. S. Rubber con- 
centration limits competition, 
hurts other businesses. 

There is no charge of monop- 
oly, price fixing, other antitrust 
complaints. Point to be tested is 
whether Du Pont covers too much 
industrial territory for the good 
of the country. 


An effort is to be made by the Gov- 
ernment in years ahead to break up 
large concentrations of business power. 
Wherever business arrangements are 
suspected of injuring free competition, 
they can expect to come under attack. 

It is the issue of concentrated power 
that underlies the antitrust suit now 
started against the Du Pont Co. and 
the Du Pont family. The charge is, 
essentially, that the Du Pont family 
controls too many enterprises to be 
good for the business of the coun- 
try. There is no charge that the Du 
Ponts have injured consumers by 
price fixing, but there is a charge 
that other businesses might profit 
more if the Du Pont industrial hold- 
ings were broken up. 

The Du Pont story goes far to 
explain the attitude of the Govern- 
ment toward industry and the Gov- 
ernment’s objectives in business 
policy. The Justice Department 
seeks to remove the connection be- 
tween the Du Pont family and Gen- 
eral Motors Corp. and U.S. Rub- 
ber Co. In the words of Attorney 
General Tom Clark: “This case is 
directed at breaking up the largest 
single concentration of industrial 
power in the United States.” 

The three businesses involved— 
Du Pont, General Motors and U. S. 
Rubber—together had assets in 1947 
of $4,259,000,000. Their sales that 
year.amounted to $5,189,000,000; 
their profits, after taxes, to $429,- 
000,000. Each of the companies, 

the Government charges, is con- 
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Government Says Du 


trolled by descendents of Pierre S. du 
Pont de Nemours, founder of the family 
that started a powder mill in Delaware 
in 1802. 

The holding system that the Gov- 
ernment wants to break up, briefly, is 
this: The Du Pont family controls Chris- 
tiana Securities Co., Christiana controls 
the Du Pont Co., Du Pont Co. controls 
General Motors; members of the Du Pont 
family control U. S. Rubber. 

In addition, Du Pont and General 
Motors own Kinetic Corp., manufactur- 
ers of refrigerants that are used in elec- 
tric refrigerators. General Motors and 
Standard Oil of New Jersey also own 
Ethyl Corp., manufacturer of an anti- 
knock fluid for gasoline. The Du Pont 
Co. supplies Ethyl Corp. with the chem- 
icals needed to make ethyl] fluids. 

Control over the managements of both 
General Motors and U.S. Rubber, the 
Government claims, is exercised by the 
Du Pont family through the finance com- 
mittees of both companies. These com- 
mittees, according to the charge, are 
dominated by the Du Ponts and they 
determine each year the amount of 





—Du Pont 
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Ponts Limit Competition 


bonuses that executives of General Motors ‘ 
and U. S. Rubber receive. 

In General Motors, for example, the 
Government charges that a certain per- 
centage of the company profits is paid 
annually to executives as an incentive 
bonus. But Du Pont people on the f- 
nance committee are said to determine 
which executive will get’ a bonus and 
how much. Result, the Government con- 
tends, is that the managements of both 
General Motors and U.S. Rubber are 
very responsive to Du Pont wishes. 

Activities complained about by the 
Government are, basically, that these 
three large concerns operate a closed 
market for the benefit of one another and 
to the detriment of outsiders. 

General Motors, for example, is said to 
buy 50 per cent or more of its tires and 
tubes from U.S. Rubber; most of its 
fabrics, paints and varnishes from Du 
Pont; all of its refrigerants for Frigidaires 
from Kinetic Corp. Du Pont, in return, 
is said to buy most of its. trucks and auto- 
mobiles from General Motors. 

The Government further contends that, 
through Du Pont influence, U. S. Rubber 

has sold goods at special and un- 
fair discounts to General Motors, 
and that Du Pont also sells to Gen- 
eral Motors at lower prices than it 
sells to other customers. In addi- 
tion, the charge is made that other 
suppliers of General Motors are 
pressed into buying their own sup- 
plies from Du Pont. 

Effect of this combine, says the 
Government, is to enlarge the mar- 
ket of each of the three companies 
at the expense of other competitors, 
in violation of the antitrust laws. 
Du Pont, for instance, did not enter 
the paint and varnish field on a 
large scale until after it acquired a 
stock interest in General Motors. 
The Government suspects that the 
General Motors market prompted 
the Du Pont expansion. 

A major Government complaint 
is that, by favoring the others, each 

_ company was enabled to become 
large in its field, and that each 
agreed not to invade the field al- 
lotted to any of the others. 

Du Pont, an explosives manu- 
facturer until 1910, has grown into 
the largest producer of chemicals in 
the country. General Motors has 
become the largest manufacturing 
company in the United States since 
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the Du Ponts bought stock in 1917. U.S. 
Rubber is among the country’s largest 
rubber manufacturers. The Du Pont fam- 
ily is said to control all three concerns 
through holding 36 per cent of the stock 
in the $1,500,000,000 Du Pont Co., and 
l7 per cent of the stock in the $348,- 
000,000 U. S. Rubber Co. Du Pont con- 
trol of General Motors Corp. stems from 
the 23 per cent stock holding of . the 
Du Pont Co. 

Breakup of the combine is sought by 
the Government in this way: 

Du Pont Co. would be forced to sell 
for cash its 10,000,000 shares of General 
Motors stock, worth about $560,000,000. 

Du Pont family would be required to 
sell its holdings in U.S. Rubber, worth 
around $16,000,000, and would be pre- 
vented from buying General Motors stock. 

Du Pont Co. and General Motors 
would be required to sell Kinetic Corp. 

Du Pont Co. also would be required 
to sell its business of making the chemi- 
cals that go into Ethyl fluid. 

General Motors would be required 
to sell its interest in Ethyl Corp. Stand- 
ard. Oil of New Jersey, the other Ethyl 
holder, is not a part of the suit. 

If the Government wins its suit, the 
Du Pont family and the Du Pont Co. 
would thereafter be prevented from buy- 
ing back into General Motors and U. S. 
Rubber, and the Du Ponts would have no 
direct connection with the automobile, 
gasoline or rubber industry. 

The Du Pont reply to these charges 
is that the Government is attacking big- 
ness as such. That reply already has been 
made by Crawford H. Greenewalt, Du 
Pont Co. president. 

Du Pont also contends, in reply, that 
the company has no more than an inves- 
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tor’s interest in General Motors and that 
Du Pont influence in General Motors 
management is negligible. The same 
reply is made in regard to family holdings 
in U. S. Rubber. 

The stand is taken by Du Pont that 
the connection with General Motors and 
U.S. Rubber has been harmful to no one. 
Du Pont sales to General Motors, U. S. 
Rubber and Ethyl Corp. do not exceed 4 
per cent of the company’s total sales. 
General Motors dividends to the Du Pont 
Co. always have been redistributed to 
Du Pont stockholders, so the company 
denies that General Motors has financed 
any Du Pont expansion. 

Du Pont expansion actually appears 
to have come from the laboratory. Over 
60 per cent of the company’s sales in 
1948 were in products that were not be- 
ing sold commercially in 1928. Du Pont 
is the discoverer of nylon, the developer 
of cellophane and the seller of some 1,200 
chemical products, ranging from _nitro- 
glycerin to house paint, only a few of 
which are required by General Motors 
or U.S. Rubber. 

The Government makes no charges 
that any of the three companies is tending 
to monopolize its respective field. Gen- 
eral Motors has vigorous competition from 
other automobile companies and appli- 
ance makers. U. S. Rubber is one of eight 
large rubber manufacturers. Du Pont is 
the biggest marketer of only four groups 
of its products—explosives,. dyestuffs, 
nylon and cellophane. And it holds pat- 
ents in nylon and cellophane. In all 
other chemicals, there are larger pro- 
ducers of specific products. But the 
close connection of the three concerns is 
alleged to have reduced competition from 
outside suppliers of each company. 
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IN 1949: ONE OF MORE THAN 80 DU PONT PLANTS 
the Government would like to see an economic boundary line set 





Confiscation of capital is another de- 
fense that the Du Ponts put forth. The 
judgment asked by the Government 
would force Du Pont Co. to dispose of 
General Motors holdings. That disposi- 
tion, assuming that the stock could be 
sold at prevailing market prices, would 


- involve at the start a huge capital-gains 


tax, probably amounting to $125,000,000 
or more. 

Then the cash distribution to Du Pont 
stockholders would be likely to be taxed 
as a dividend, subject to high-bracket 
rates for most members of the Du Pont 
family. If the Government wins the Du 
Pont suit, the probability is that the U. S. 
Treasury would eventually collect from 
half to three quarters of the total sum 
that would be distributed. 

A defense plea is likely to be made that 
the remedy asked by the Government, 
even if all charges are proved, is unneces- 
sarily drastic. 

There is also the question of disposing 
of Du Pont holdings in General Motors 
and U.S. Rubber. Equity markets have 
been sluggish since the war, and there is 
doubt that such large blocks of stock 
could be sold without driving down the 
price. There is a Government hint, how- 
ever, that General Motors. itself might 
buy out the Du Ponts. 

Prospect, however, is that the con- 
test between the Government and the 
Du Ponts will not be finally decided 
for several years. The Du Pont suit is 
one of the most ambitious antitrust ac- 
tions ever undertaken by the Justice 
Department and appears almost certain 
to be appealed to the Supreme Court. 
The trial itself is likely to consume 
months, and appeals probably .will con- 
tinue for years. 
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Canada’s Vote: For Good Times 


In Canada, as in U.S., good 
times win votes for the party in 
power. That shows up behind re- 
cent election. 

St. Laurent Government, like 
Truman Administration, offered 
New Deal ideas, promised a little 
more of the same. 

Opposition’s big point was 
that it could do the same thing 
better. But voters chose to go 
along with the Government they 
had, not to risk a change in pros- 
perous times. 


New Deal ideas, plus good times, 
still appear to have an irresistible ap- 
peal to voters, on the basis of experi- 
ence in Canada. The results turning up 
from the national election proved that. 


A study by a member of the Board of * 


Editors of U.S. News & World Report of 
the election returns, which are just reach- 
ing their final stages, shows: Prime Min- 
ister Louis St. Laurent and his Liberal 
Party, with its mildly New Deal ideas, 
promising something for everybody, was 
returned to power. 

Canadians refused to swap the pros- 
perity that they had for the promises of 
the Progressive Conservatives that they 
would do the same thing better, And the 
Co-operative Commonwealth Federation 
found that its socialistic program could 
not cope with prosperity. CCF is laying its 
plans for a comeback when and if depres- 
sion hits Canada. 

The lesson shows that political tides 
are not changing much, In good times, 
the voters do not like to turn a party out 
of power. Parties that stood to the right 
of the Liberal Party, as the Progressive 
Conservatives, or to the left, as the CCF, 
had little appeal when jobs were plentiful 
and wages good. 

U. S. and Canada. The election in 
Canada bears many resemblances to that 
which returned President Truman and the 
Democratic Party to power in the United 
States last November. The promises made 
by St. Laurent were much like those that 
Mr, Truman made—more social security 
and economic justice for all, And Mr. St. 
Laurent, like Mr. Truman, took his cam- 
paign to the people in out-of-the-way 
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CANADA‘S ST. LAURENT 
. an irresistible idea 


places in Canada in a vigorous traveling 
and speaking routine. 

Progressive Conservatives, somewhat 
like Republicans in the United States, 
claimed to favor much the same program 
as did the Liberals. They simply said they 
would have done the same things better. 

But the type of campaign conducted 
by George Drew and his Progressive Con- 
servatives caused Canadians to fear what 
might happen to social security and other 
Government services if they came to 
power. This gave Mr. St. Laurent many 
left-wing votes that otherwise might have 
gone to CCF. And this was the only thing 
that surprised Canadians about the elec- 
tion, They did not realize that they liked 
Mr, St. Laurent so well, even though the 
polls predicted the outcome correctly. 

The switch of left-wing voters to the 
Liberal Party was a sharp setback to 
CCF’s Socialist prospects in Canada. The 
party still is in power in Saskatchewan 
Province, but the Liberals took many 
CCF seats in the House of Commons. 

This turn of the leftists was somewhat 
like the shift of voters in the United States 
from Henry A, Wallace and his Progres- 








sives and Norman Thomas and his Social.  ¥i 


ists to Mr, Truman in order to make cer. Mie 
tain that Thomas E. Dewey and the Re- heads | 
publicans did not win, onaliz 
In the election, the Liberals picked up power 
68 new seats at the expense of every deal, t 
other party in Canada, The party break. re 
was 


down in the House of Commons for the 
next Parliament will be: Liberals, 193; 
Progressive Conservatives, 41; CCF, 13: enou 
Social Credit, 10; others, 5, In the lag | 
Parliament, the standing was: Liberals Que 





125; Progressive Conservatives, 69; CCF but th 
32; Social Credit, 12; others, 6. Be Pi 
The issues, although largely obscured auch 
by developments as the parties drove into §® the 
the last days of the campaign, were much hepub 
similar to those that Mr, Truman dis Solid 
cussed in his campaign in the United had th 
States last autumn. Morea 
The Liberals for the last two years had fom 
been wrestling in Parliament with efforts ange 
to cope with living costs, to fix rents, to As 
produce subsidized low-cost rental hous fp \e 
ing and to provide health insurance, A sa 
start had been made on some of these ond 
things, and the party came into the cam- a So 
paign close behind a tax cut. 
From the left, the Liberals were blamed Oa 


with responsibility for rising prices, for 
failure to provide a low-rent housing pro- 
gram and for lack of health insurance, 
They also were accused of failing to come 
up with a plan for dealing with any fr 
ture mass unemployment. 

At the same time, Progressive Conserv 
atives were accused of voting against 
health insurance, subsidized low-renta 
housing, and price and rent controls. 

All of these issues sound strangely fa 
miliar to American ears. 

Mr. St. Laurent defended the progres 
his party had made, promised to keep aii} 
trying. Mr. Drew lambasted what Hig} 
called the bureaucracy of the Libera 
Government and said he wanted to n 
store responsible government to Canada 
CCF candidates said both of the old-lint 
parties were alike in trying to work in# 
free-enterprise economy. CCF want 
more nationalization of various thing 

The campaign became intensely pe 
sonal. Mr. Drew, the Progressive Com 
servative, was accused of talking down t 
the voters. He was booed in some area 
There were fist fights among some of thi 
campaign crowds. Mr. Drew is a big 
handsome man. Some of his opponent 
called him a political opportunist. And, it 
French Quebec, the Liberals were ac# 
cused of taking “your children and send 
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igthem to England against their will.” 
This was a reference to.the draft during 
je war, One F rench Canadian-said Mr. 
y Laurent was not a good Catholic. 
jeports spread across Canada that Mr. 
had worked out a political deal 
yih Maurice Duplessis, the Premier and 
litical boss of Quebec, Mr, Duplessis 
jeds the Union Nationale, a highly per- 
onlized local party, It raised him to 
er in Quebec Province. Through the 
jel, the Progressive Conservatives were 
pget the support of the Union Nationale. 
twas hoped that Mr. Drew’s party could 
ickup 30 House seats in Quebec and get 
ough in the rest of Canada to win con- 
rol of the House. 

Quebec politics is curiously complex. 
jut the situation there with respect to 
the Progressive Conservative Party is 
nuch like that of the Republican Party 
in the Solid South in the United States. 
fepublicans have two House seats in the 
Solid South. Progressive Conservatives 
lad three in Quebec up to this election. 
Moreover, many Southerners would like 
run the South without federal inter- 
ference. Quebec people feel the same 
yay about interference from Ottawa. 
-The trade between Mr. Drew and Mr. 


















Duplessis was much as if in the United 
States Republican leaders had said to the 
kaders of the States’ Rights Democrats of 
ihe South: “If you will vote for us, we will 
guarantee that the Federal Government 
will not interfere with your States. You 
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can run them as you please and ignore 
what the Federal Government says about 
social security, taxes, health, civil rights 
or other matters.” 

Mr; Duplessis wanted Ottawa and the 
National Government of Canada to keep 
out of Quebec affairs. Mr. Drew was will- 
ing to do this, And, in return, Mr. Drew 
was to get support from Quebec’s Union 
Nationale voters. 

But the plan did not work. It fell apart 
on religious and racial issues, 

Quebec Province is predominantly 
French and Catholic, Mr. St. Laurent is a 
native of Quebec, a French-speaking 
Catholic. Mr, Drew is an English Can- 
adian and a Protestant. The French Cath- 
olics of Quebec refused to go for him. 
They stuck by their native son. Mr. St. 
Laurent’s Liberals made almost a clean 
sweep of Quebec Province, capturing 68 
of the 73 seats there..He, himself, won 
by a vote of 3 to 1 in his own district. 

Moreover, as Mr. St. Laurent got into 
the English Protestant Provinces and word 
of the Quebec trade spread, he gained 
ground among the Protestants. Many 
solidly Protestant areas went to his Lib- 
erals, by large margins. 

For.the voters found Mr. St. Laurent to 
be a man of quiet reserve who speaks 
cautiously and with an obvious sincerity. 
He is 67, slender, gray, with a closely 
clipped moustache. He easily made 
friends with voters. In Newfoundland, 
they welcomed him with blasts from old 
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sealing guns, and each little community 
set up a welcoming arch of fir boughs. 

Mr. St. Laurent is a comparative 
newcomer to politics, Before his prede- 
cessor, Prime Minister W. L. Mackenzie 
King, induced him to come into the Gov- 
ernment eight years ago, Mr. St. Laurent 
had one of the best law practices in 
Canada, At 59, he left this to become 
Minister of Justice and Attorney General. 
Next, he served as Secretary of State for 
External Affairs, 

In Ottawa, the Prime Minister lives in 
an apartment nine blocks from the Gov- 
ernment buildings. He walks to his office 
summer and winter, without a guard or 
police escort, strolling and chatting with 
other civil servants, 

In his office, his desk is flanked by life- 
sized oil paintings of Mr, King and Sir 
Wilfrid Laurier. On a library table back 
of his desk is an autographed photograph 
of President Truman. 

Of the campaign, Mr, St, Laurent says 
simply that he thinks the people were 
satisfied that their Government was doing 
an honest job. “The people are satisfied 
and prosperous,” be says. “They think the 
North Atlantic Pact will prevent war. 
And.the vote was an expression of their 
satisfaction.” 

Even as he said this, Canadian news- 
papers were reporting that Canadian pro- 
duction had just set a new peacetime rec- 
ord; And one Canadian said: “The people 
voted for themselves.” 





















Canadian voters knew what they wanted—more of the same 
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BRITISH LABOR RESISTS SOCIALISM 


How to get more work done 
for the money is Socialist prob- 
lem in Britain. Solving it is the 
key to financial woes. 

Labor Government, trying -to 
cut industry costs, is up against 
a “something for nothing” atti- 
tude. lt is hard to change. 

Workingmen, under Socialism, 
continue to strike, demand wage 
boosts and more benefits, resist 
crackdowns by Government. 


Britain’s Socialist Government, in 
deep financial troubles, finds it can- 
not produce a magic formula that will 
persuade people to work more, and 
better, in hard times. British workers, 
so far, are unwilling to make many 
sacrifices for a Labor Government. 

At a time when high production costs 
are pricing the British out of world mar- 
kets, workmen in a Socialist state often 
are striking and agitating for wage in- 
creases, more take-home pay and a little 
less work all around. They are not in- 
clined to view the Government’s troubles 
with industry as their own, although, un- 
der Socialism, workers are supposed to 
be industry’s owners as well. 

Unable to pay their own way in the 
world, the British are being told by Sir 
Stafford Cripps that they have to work 
harder, improve efficiency and get costs 
down so British goods can compete suc- 
cessfully for markets in the U.S. But the 
workers are asking more, not fewer, bene- 
fits; less, not more, work. Socialist lead- 
ers, who once encouraged a “something 
for nothing” attitude among wage earn- 
ers, now find it almost impossible to 
turn the idea aside. 

These leaders are frankly worried about 
worker indifference to Socialist problems. 
Aneurin Bevan, a top Laborite and the 
manager of Britain’s socialized-medicine 
program, expressed the worry in these 
words: 

“Some of our people have got what 
they got too easily, and they are in dan- 
ger of throwing away by a few months of 
anarchy what we have spent our lifetime 
in building up.” 

What Britain finds is that most 
workers do not feel they have a real 
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stake in running the country, as they are 
supposed to under Socialism. Old union 
ideas of featherbedding, of keeping wages 
high against a time of unemployment and 
against sharing of jobs persist in spite of 
Government campaigns to break them 
down. 

Nationalization of basic industries 
hasn’t turned out to be a solution to these 
practices. So far as most workers seem to 
feel, nationalization means that they have 
traded bosses. Now, instead of dealing 
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with the “front office” right at the plant, 
they find the “boss” often is a remote 
Government board. It has an unreal feel- 
ing for workers who are used to kicking 
about their grievances face to face with 
employers. 

Government ownership, as a result, has 
not increased efficiency. Instead, in most 
cases, it has led to higher costs, feather- 
bedding and quite a bit of unrest. And 
most workers feel that they have no more 
to say about running the business than 
under private owners. 

Railroads are an example of what is 
going on. A canvass made by a union 
magazine shows that 80 per cent of the 
union’s members originally supported 
nationalization, but, after a year, 44 per 
cent found their work “more frustrating” 
than they had under private bosses. 
Three out of four feel they do not have 
a share in running the railroads. 


Most railroads show no willingness f 
accept lower living standards or unem 
ployment simply because they are sup 
posed to be the owners of the property, 
The Government’s own managers est. 
mate that there are between 25,000 and 
50,000 surplus employes on the pay rolls, 
In one month this year, the number of 
workers went down by 5,000, but the 
Government is pledged not to move to 
fast with pay-roll cutting. Usually 
chooses simply to leave vacancies up 
filled. 

In actual practice, railway men seem} 
less ready to accept labor-saving devices 
or to work longer hours as employes @f 
a Government-owned industry than they 
were when working for private owners, 

Wildcat strikes and slowdowns broke 
out recently when the Government man- 
agers insisted that four long-distance 
passenger trains be operated with non 
stop crews as a means of getting smoother 
service. The railroaders objected that the 
Government really intended to cut down 
the number of workers by not changing 
crews. Anyway, they said, long sched- 
ules kept crewmen away from home too 
long. ; 

Among railroad employes, there is 
much complaining about poor equipment 
and inadequate facilities for personal 
comfort. The workers seem to expect 
much greater results from nationalization 
in bettering their job conditions. 

Recently, trying to avert a national “go 
slow” movement on railroads over wagés, 
the Government appealed ‘to working 
men on the ground that their operations 
were vital to British commerce at a ci 
cial moment. What really persuaded one 
union to delay its demonstration, ho® 
ever, was not patriotism so much as the 
fact that the Government still held wa 
time powers it could use to move freight 
and passengers with troops, if necessary 

In a year and a half of Governmelt 
ownership, the railroads ‘have run up@ 
deficit that is nearly twice as large as the 
deficit under private ownership, evé 
though freight rates have been boosted 
sharply since the Government took ové 

Coal mining, in its third year of Gor 
ernment ownership, is another example 
Britain’s problem in getting more 
cient production. The mines are a 5 
better off than the railroads, but nd 
much. 

Many rank-and-file miners and uni0 
leaders make it clear they do not fe@ 
any particular property rights in the 


U. S. NEWS & WORLD REPORI 





— 


igness to 
or unem- 
are sup. 
property, 
sers esti. 
000 and 
pay roll 
imber of 
but the 
nove to 
sually jt 
icles Uh 


len Seem F 


> devices 
sloyes at 
han they 
owners, 
ns_ broke 
ent man- 
-distance 
ith non 
smoother 





| that the 
‘ut down 
changing 
g sched- 


iome too 


there is 
juipment 
personal 
) expect 
alization 


ional “go 
r wage, 
working. 
erations 
it a ci 
ded one 
n, how 
h as the 
eld wat 
> freight 
>Cessaly. 
ernment 
in upa 
e as the 
D, evel 
boosted 


REPORI 





WS News & World Report 


BRITISH MINER: There doesn’t 


mines since the Government took over. 
As one official puts it: 

“Many of us in these days miss the 
traditions of our old companies to spur 
us on, and it will be some time yet before 
the National Coal Board recreates that 
tue spirit of leadership and adventure 
by which private enterprise at its best 
was so inspired.” 

The miners’ union opposes the closing 
of inefficient pits, even though they op- 
erate at big losses. The miners are ask- 
ing more benefits from the Government. 
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—Black Star 


seem to be a magic formula 


Although average earnings of $33 a week 
are nearly three times what they were in 
1938, there is agitation among the miners 
now for wage increases, larger pensions 
and more generous cost-of-living allow- 
ances. 

Discipline among the miners is far 
from ideal. Out of 1,758 strikes in all of 
Britain last year, 1,115 took place in the 
Government-owned coal mines. Indi- 
vidual output by miners is getting back 
to prewar levels, but absenteeism is so 
high it works as a drag on efficiency on 
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BRITISH RAIL TIE-UP: The deficit keeps getting bigger 
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the whole industry. Still, talk of black- 
listing habitual absentees causes a lot of 
resentment in the mines. 

Union leaders have persuaded the rank 
and file to co-operate in working one 
overtime shift each week, and to go along 
with increased mechanization. But 
grumbling is heard every time an official 
predicts that more efficient operation will 
eventually reduce the working force at 
the mines. 

Result of all these things is that British 
coal is so high priced it tends to price 
itself out of overseas markets. Operations 
for 1948 showed a bookkeeping profit 
equivalent to $6,600,000, against a $93,- 
000,000 loss in 1947. But the profit was 
due directly to the fact that prices were 
raised sharply and overseas customers 
had to pay the biggest increases. Now 
there are serious obstacles to cutting costs 
to the point where British coal can com- 
pete with the growing supplies from 
Poland and the German Ruhr. 

Neither coal nor the railroads produce 
the things Britain is trying to sell for 
dollars now. But the troubles in getting 
cheaper, more efficient operations in those 
industries show ‘what the Socialist Gov- 
ernment is up against in trying to get 
costs down in all industries, privately and 
publicly owned. 

Workers generally are more con- 
cerned about the continued rise in their 
own cost of living than they are about 
the Government’s financial problems with 
the rest of the world. What they want is 
more of the good things of life. The 
dollar shortage is just so much technical 
mumbo jumbo to most. 

In many cases, workers find they are 
better off now in Britain’s time of pov- 
erty than they were in the days of relative 
national prosperity before the war. Their 
wages are up, food costs have been held 
down through subsidies and they get a 
lot more social security. They began to 
grumble when the Socialist Government 
tried to put a ceiling on wages, but the 
grumbling died down when fresh bene- 
fits for all came along in the form of 
socialized medicine. The Government 
has carefully shielded workingmen gen- 
erally from the full impact of Britain’s 
hard times. Aid from U. S., amounting to 
more than $6,000,000,000 in less than 
four years, has helped to cover the 
problem. 

As a result, most workers are not ready 
to go along with talk that they have to 
put out more effort to pay for past bene- 
fits. Nor do they like hints that addi- 
tional benefits may be hard to get. Now 
the Labor regime finds itself on a spot. 
Caught by high costs that are driving 
customers to other countries, it may be 
forced to risk cracking down on its rank- 
and-file supporters, or watch the nation’s 
remaining dollar resources drain away. 
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SENATE |S MEETING HERE 
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—Berryman in Washington Star 


GREAT EXPECTATIONS 


For the fifth time since it settled down to 
the business of lawmaking in Washington 
in 1800, Congress was handed an “evic- 
tion notice.” This time, the nation’s law- 
makers were pleased to move, despite 
the temporary inconvenience in using 
cramped quarters, For, when the remod- 
elers get through, the Senate and House 
chambers will be thoroughly safe and 
comfortable—something they are not at 
present. When the work is completed the 
legislators will have.a really safe roof 
overhead instead of the present trussed 
version. They also will have better light, 
better acoustics to hear opposition speak- 
ers, better air conditioning to soothe 
summer-ruffled tempers and seats scien- 
tifically designed to add to their health. 





THE SENATE IS NOW MEETING IN THE HISTORIC SUPREME COURT CHAMBER 
The first business in the new quarters is debate on the North Atlantic Pact 
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—New York Historical Society «New York Public Library 
Here in the old Supreme Court chamber Henry Clay In this same small room in 1856 Representative Brooks 
offered the Compromise of 1850 severely beat Senator Sumner over the issue of slavery 
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THE HOUSE’S REGULAR CHAMBER THE HOUSE WAYS AND MEANS COMMITTEE ROOM 
Razing of the present unsafe roof comes first This is where the Representatives have started meeting 





~—Photos—Harris & Ewing, Acme 


SPEAKER RAYBURN THE LEGISLATORS’ MACE CAPITOL ARCHITECT LYNN 
The flag and gavel moved with him The symbol of order also moved Directs the $5,000,000 job 
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Easier Driving for U.S. 
In Road-Rebuilding Plan 


Motoring hazards are not to 
end overnight, with new road 
plan. Eleven-billion-dollar pro- 
posal is for safe highways, to 
be built in 20-year period, if 
Congress gives go-ahead. 

Glamorous highways are to 
wait. First projects are to widen 
roads, take the danger out of 
curves and tunnels, build safer 
bridges. Superhighways, speed- 
ways come years later. 


Auto users, struggling with growing 
traffic problems, may start to get relief 
in years ahead. They are to benefit, 
gradually, if Congress goes along with 
a postwar plan, just offered, to spend 
$11,266,000,000 on main highways in- 
side and outside cities. 

Highways in U.S. have been neglected 
since prewar days. Along the travel 
routes, even in sections of main cross- 
country thoroughfares, many roads are 
old and worn. Most were designed 20 or 
30 years ago without provision for speeds 
that now prevail, or traffic volume of the 
present. Few cities are equipped with 
highways designed to permit through 
traffic to move swiftly, freed of interfer- 
ence from local traffic. 

Troubles of car users have grown 
until a long-term, national improvement 
program is the only solution, according 
to the Bureau of Public Roads. The pro- 
gram suggested is one of modernization 
and widening of present routes, rather 
than one of extending first-class high- 
ways into new areas. 

Dangerous curves are a major hazard 
that will be dealt with if Congress is 
willing to spend the money. An average 
of one dangerous curve nearly every two 
miles is reported on the federal-aid inter- 
state-highway system. These roads carry 
most of the country’s through traffic. 

Unsafe bridges number 667, of 
which 130 are said to be dangerously 
weak for the traffic load imposed. An- 
other 8,185 bridges are held to be too 
narrow for complete safety. Three out of 
four bridges were found to have one 
fault or another. 

Tunnels, 21 in number, clog traffic 
and cause accidents. All the tunnels are 
described as too narrow, and most of 
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them too low, for 1949 traffic. Engineers 
want to by-pass six of the existing tun- 
nels, with new main routes. The other 
tunnels will have to be enlarged, despite 
high costs involved. 

Narrow pavements are a cause of 
danger. About 55 per cent of the 31,800 
miles of rural roads in the interstate 
system are less than 22 feet wide. Yet 
22 feet is the minimum width, on modern 
highways. Autos, trucks and busses are 
much larger than they used to be and 
narrow roadways are becoming more 
hazardous. 

Passing a car or truck is abnormally 
risky because of road faults on one out 
of every four miles of national highway. 
In at least 21,000 places on rural inter- 
state roads, motorists can’t see far enough 
ahead to stop a car going at reasonable 
speed in time to avoid any dangerous 
obstruction. 

That is a sample list of poor road 
conditions in the heavily traveled inter- 
state roads. Safety experts estimate that 
1,400 lives were lost last year in acci- 
dents caused primarily by road hazards. 
In cities, traffic congestion is the main 
trouble. Signals and stop signs slow traffic 
to an average of 21.7 miles an hour. 








Improving the Highways: 
Estimated Costs, by States 
This is a summary, by States, of the cost 
of improving interstate highways. The Ad- 
ministration wants the Federal Government 
to pay more than 50 per cent of the costs in 
each State. 
Ala. $ 87,976,250 Nebr. $ 48,239,000 
Ariz. 92,108,000 Nev. 19,568,300 
Ark. 78,289,200 N.H. 40,329,000 
Calif. 1,169,427,000 WN. J. 404,053,400 
Colo. 72,293,523 W.Mex. 58,109,700 
Conn. 219,302,000 N.Y. 862,281,000 
Del. 49,428,500 N.C. 72,857,000 
Fla. 115,262,500 N.Dak. 45,150,720 
Ga. 175,727,585 Ohio 758,591,000 
Ida. 50,243,000 Okla. 166,417,500 
it. 856,377,503 Oreg. 117,915,000 
Ind. 389,437,410 Pa. 926,579,000 
la. 78,348,700 R.1. 86,007,976 
Kans. 89,783,390 S.C. 119,568,750 
Ky. 181,932,699 S$. Dak 44,834,800 
La. 221,009,900 Tenn. 241,657,516 
Me. 74,171,000 Tex. 435,987,600 
Md. 242,277,780 Utah 84,253,300 
Mass. 451,896,100 Vt. 54,418,520 
Mich. 416,399,150 Va. 207,309,000 
Minn. 161,511,044 Wash. 184,460,100 
Miss. 88,139,800 W.Va. 206,609,500 
Mo. 235,283,990 Wis. 127,204,000 
Mont. 116,604,450 Wyo 60,069,660 
D.C. 180,670,000 
NATIONAL TOTAL $11,266,371,816 
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The remedy for these highway jlls 
as suggested by the official plan, is not a 
quick and easy road-rebuilding program, 
The job is too big for that, as planners 
see it. What they urge instead js 
gradual renovation of existing roads over 
the next 10 to 20 years. 

High costs explain why road recon- 
struction will be slow, at best. The 
Federal Government will pay 50 per 
cent of the costs, maybe more, if Con- 
gress approves. The Bureau of Roads 
recommends a higher contribution on 
interstate-route improvements because of 
their importance for defense. 

But these roads represent only 1 per 
cent of rural roads and 2 per cent of 
city streets. States and cities are bur 
dened with rising repair and expansion 
costs on all other routes. If they agree 
to the new program at all, it probably 
will be on the condition that the Federal 
Government foots about all of the bill, 

The accompanying table shows what 
it would cost to put main highways in 
shape for modern traffic in each State, 
About 60 per cent of the total cost would 
be concentrated in 10 States. About half 
would go for improvements in cities. 

The new highways, if plans are 
accepted, will disappoint motorists who 
still dream about transcontinental, ele- 
vated express ways, with no speed limits, 

Superhighways are to be confined to 
cities for the most part, including sub- 
urban areas. Four-lane divided road- 
ways are planned for rural sections only 
where there is special need, such as at 
some bridge approaches and at the top 
of high hills. 

City express ways, however, play an 
important role in the plans for a fast, 
trunk-line highway system. Planners used 
to think highways ought to avoid cities. 
They still say that small towns should be 
by-passed when possible. But 94 per 
cent of the traffic approaching a large 
city wants to go into the city, not around 
it. So the new idea is to build express 
ways that will take motorists downtown 
at 35 to 45 miles an hour or faster. 

Rearrangement of city streets wil 
have to occur on a rather startling scale, 
if the new express ways are built. A hint 
of the size of that program is given by 
estimated costs of right of ways for new 
urban routes. Planners say the land re 
quired will cost $1,667,000,000, about 
a third of the total cost of the improve 
ments in urban areas. 

Congress will decide next year wheth- 
er or not the program ought to begin, 
and how fast it should proceed. About 
$150,000,000 a year is being spent now, 
in federal and local funds, on interstate- 
highway improvements. Engineers say 
that spending ought to rise to more than 
$500,000,000 a year for 20 years, to 
bring the highways up to date. 
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ition on LONDON....PARIS....ROME....HONG KONG.... 
‘cause of a aa pe, 

ly 1 per >> Money scares, not war scares, are the world's main worry now. 

cent of Dollar shortage outside the U.S. is building up a crisis that puts "cold 
Bees war" in the shade. Britain has watched her gold and dollar reserves drop to 

-V agree $1,624,000,000 for a loss of $262,000,000 in three months. 

Bie Dollar talk is replacing war talk. Governments, running short of hard cash, 
the bill are more concerned about where their next dollars are coming from than about 

vs what what Russia might do some day. People whose spending money depends on the dol- 
a lars their country earns are beginning to worry about their jobs, their savings. 
t would Russia's silence is part of policy. Moscow is letting money talk. 

— Communists, taking orders from Moscow, are telling people that the U.S. is 
ans a leading the West straight into depression, unemployment and bankruptcy. And Mos- 
- = cow, hoping it's true, is waiting to pick up the pieces if the West falls apart. 
Saal >> Outlook, really, is not as black as Russia hopefully paints it. 

ng sub- Most money is plentiful. Britons still are paid in pounds, Frenchmen in 
ae francs, Italians in lire and Japanese in yen that will buy more goods in local 

h as at stores than the same money bought last year. People most places are better off. 
the top Storm signals are up, run up by Britain because dollars are getting scarce. 
seat Gift dollars, pumped into Europe from the U.S. by the billions, are gone or 
a fast, are going fast. They did part of the job expected of them. They helped stop 
oo Communism in Europe; they helped Europe start its comeback. More gift dollars 
suld be will be on the way soon, though not so many as Europe wants. Trouble is that 

94 per U.S. pump priming, so far, has not brought the expected surge of earning power. 
= Earned dollars are not coming in fast enough. European production costs are 
express high, particularly in Britain. Buyers with dollars are waiting for lower prices. 
vntown New sellers--Germany, Japan, Indonesia--are crowding the markets with their 

a wil wares. Competition in dollar markets is getting keener and keener. 

x scale, Clearly, some are going to be hurt in the scramble for dollars. 

A hint 

md >> Britain, right now, looks like a leading candidate for the casualty ward. 
ind re Price cutting, for Britain, is a matter of life and death. But British 
about prices are all snarled up in politics and Socialist planning. 

site: Production costs are pegged to the wages and output of the British worker. 
wheth- Wages are labeled with a big "do not disturb" sign. No party, least of all 
rte the Labor Party in power, wants to talk about wage cuts with elections coming 

t now, in the next 12 months. Strikes for more money are causing trouble already. 

rstate- General strikes would’ be almost certain if the workers, instead, got less money. 
al Output of the British worker, hour for hour, in many industries still is 

irs, to low compared to the output of German workers, very low by U.S. standards. 





(over) 
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WORLDGRAM-- (Continued) 


Speed-up, increased efficiency by harder work and better methods, isn't 
popular with British workmen. They fear it will mean fewer jobs. 

So cutting cost remains a big political problem in Britain, hard to solve. 

Buying costs, down for many buyers, still are high for Britain. 

Bulk buying by the Government on long-term contracts is Labor Party policy. 
It saved money when prices were rising. Now, on the downgrade, it is expensive. 

Labor's mistakes do not necessarily mean Labor will go out of office. Free 
medicine still draws votes. But Britain's Socialist planners are in trouble. 

A National Government, a fusion of major parties like that which served un- 
der Winston Churchill in wartime, isn't likely now. A national emergency, real 
danger of immediate collapse, could bring such a Government, but not at this 
Stage. British tendency to blame it all on the U.S. slump is soft-pedaled. 
Chances are U.S. will bail Britain out by Some means, won't permit a real bust. 

















>> On the European continent, Communists aren't making much headway. 
French politics are stable enough to be considered dull by most Frenchmen. 
On the left, Communist hold on labor is slipping a little. On _ the right, Gen. 
Charles de Gaulle isn't drawing the crowds he drew last year. In the middle, 
moderate parties share power, ready to put up their own new premier if an indus- 
trial slowdown begins. Tourist dollars are rising to French bait this summer. 
German production, rising fast, isn't helping Communists either. German 
efficiency is back in world competition. German democracy, however, still is an 
imported article, costing U.S. taxpayers a subsidy of $1,000,000,000 a year. 
Italian sales abroad are booming, discouraging Communists. Italy is even 
building up dollar reserves which the U.S. would like to see moving back into 
world trade. Italy's jobless, increasing in number, remain a possible source of 
trouble. Government promises, like, land reform, are slow to materialize. 
Smaller countries are sitting tight, watching the dollar crisis carefully. 
Spain, weakened by years of drought, still hopes for U.S. loans. 
Portugal has many British pounds, few dollars, but sells to her colonies. 
Belgium, worried by unemployment, is divided on recalling King Leopold. 
Switzerland alone sells dollars at a discount, a sign of real riches. 
Looking around, there's little chance now that the Communists can make real 
gains out of the dollar crisis. But they're sitting around, waiting. 
































>> East of Suez, these are the trends now developing..... 
India's Government is having trouble centralizing authority. States are 
beginning to go their own way, even trying prohibition. But Communists are weak. 
China's war still goes toward a Communist victory. Chiang Kai-shek, bid- 
ding for new U.S. dollar loans, won't get them. Mao Tse-tung, the Communist 
leader, dangling the offer of trade, hopes to do business in dollars soon. 
Japan's industrialists are eager to do business with China's Communists. 
But the U.S., in Japan, has a bear by the tail and may not let go. 
Japan's industry remains the powerhouse of Asia as Germany is powerhouse of 
Western Europe. Competition, feared by Europe, is duck soup for Japanese. 
Japan's natural markets are in Communist China. Limited trade has begun. 
Unlimited trade is banned by the U.S. Danger is that Japan might go Communist. 
Future of Asia hinges on this question. Japan with the West provides a 
balance of power in Asia. A Communist Japan would swing Asia to the Russians. 
For some time ahead, however, world worry No. 1 is dollars, not Russia. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 
GEORGE WASHINGTON 





HOW TO SETTLE LABOR DISPUTES 
AN INTERVIEW WITH CYRUS S. CHING 


Director, Federal Mediation and Conciliation Service 





EDITOR’S NOTE: Unspectacular and undra- 
matic, the work of the Federal Mediation and 
Conciliation Service goes on steadily amid all sorts 
of controversies between labor and management. 
Cyrus S. Ching, the head of this important agency 





of Government, tells in an interview with the 
editors of U.S. News & World Report what are 
the barriers to successful mediation, and describes 
also the constructive work being done, about which 
little is usually reported. 


SERRE 





Q What are the principal barriers, Mr. Ching, in 
making mediation effective, according to your experi- 
ence? 

A One of the principal barriers to any kind of 
mediation is the fact that you are dealing with 
members of the human race—human beings do not 
’ always readily recognize where their own self-interest 
lies. The success of mediation depends upon how set 
people are in their own points of view. 

Mediation is not a cure-all by any means. You 
must have first, before mediation can be successful, 
an earnest desire on the part of the parties them- 
selves to get the matter settled. If they don’t want 
to get it settled, no mediation can be effective. 
Mediators have no power except the power of 
persuasion. 

Q You have cases in which one side is willing to 
reach a settlement and the other isn’t—you go to 
work in such cases, don’t you? 

A Oh, yes. We go to work in any kind of case. But 
you ask about barriers and one of the principal bar- 
riers is, of course, in a case where neither party is 
anxious for a settlement—where they want to fight 
it out. 

Q But under the law they must notify the Media- 
tion Service that there is going to be a dispute, must 
they not? 

A The law provides that a 60-day notice must be 
given by any party to a collective-bargaining contract 
to the other in the event that there is a desire to 
change or to terminate that contract. A 30-day notice 
must also be filed with us. That’s where we begin our 
activities, usually. 

Actually, only:a small percentage of the disputes 
of which we get notice reach the stage where our 
mediation services are required. 

Q What per cent would you say it was? 





A I would say that we actually mediate in ap- 
proximately 19 per cent of the disputes, notice of 
which is given to us. In addition, of course, it is neces- 
sary for us to be in communication with the parties 
as to additional disputes. It is our policy to encour- 
age the parties to settle their disputes, if possible 
without the aid of mediation, because we think that 
such a settlement is best. However, they may not 
be settled in that manner, and we have to keep an 
eye on practically all disputes as to which we re- 
ceive notice. 

Q Do you think that provision for notice should 
stay in the law? Is it useful? 

A It’s a very useful provision from our viewpoint 
because it alerts us to the fact that a dispute exists, 
and enables us to schedule our activities in advance 
if the parties cannot settle it by themselves. Without 
the notice, we might learn of a dispute too late to be 
of any service to the parties or to the public. 

I don’t believe we have done our duty by simply 
settling a labor dispute, unless we have made some 
affirmative contribution to the betterment of labor 
relations between those parties for the future. If the 
settlement of a dispute or a strike by mediation dos 
not result in better understanding and relations, the 
mediation has only performed half of its function. 

Of course, frequently the most effective work along 
these lines is done when there isn’t any dispute at all. 
It is done in talking with both parties, talking with 
union leaders and talking with employers about just 
what the situation is and pointing out where thet 
may be something in the contract or in the relatiot- 
ship that may result in a dispute or disagreement lat¢é 
on; going over with them various types of grievan¢ 
procedures and contract clauses, and always impres¢ 
ing on them that our sole function is to help them 
but that the prime responsibility for the settlemem 
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“! wholly disapprove of what you say but will 
defend to the death your right to say it.”’ 


VOLTAIRE 









goth sides should do more selling, less vilification—Representatives 


of unions and industry need to know each other's problems better— 


Regular conferences between workers and management urged 


|B of these labor disputes rests on the parties them- 


the selves. 

Q Have you any figures that show how many 
stikes or disputes you have settled through medi- 
ich ation? 

A Yes, we have figures, but I do not place too 


are 








much importance on statistics in the field of labor- 
_....|f dispute mediation. Remember that all disputes are 

settled—ultimately. Sometimes the settlement is ef- 
L fected by the parties themselves, and the mediator, 
'n PB although he is present, feels it best for them to work 
dee out their own problems without outside aid. It is bet- 
S NECES- B ter for the future relations. Sometimes he assumes 
part an active role at the bargaining table. Our statistics 
<ncour- B cannot possibly reflect to anyone’s satisfaction the 
or. extent to which the mediator deserves credit for the 
nic thet settlement. It is like asking a country doctor how 
jay & many common colds he cured last year. 
wo be Q These informal talks which you mentioned, 


where you try to get the parties together to prevent 
disputes, they normally take place, I assume, be- 


shows tween the time you get the notice and the time when 
. | itwould reach the dispute stage? 
'WwpOoms A Not entirely. Our dispute-prevention activities 
--CXISIE take place not only after notice of a possible dispute, 
dvanee but, more importantly, during the term of the con- 
Vithout tract, when tempers are cooler and the parties have 
€ to be not taken strong public positions from which it is 
; difficult for them to retreat. 
simply 
€ some 
F labor Qualifications of a Mediator 
Tf the Q What means of training all these men have you, 
mn does so that they will handle this very difficult and deli- 





s, then 





cate process? 










a A Well, I have had the opportunity to employ only 
: along two new people since I entered the Service in August 
at all. 1947. I would say that the large majority of our 
& Witt commissioners have the type of experience to enable 
ie ba them to do an excellent job. True, we have some men 


who, for various reasons, are not as good as others. 
Some of our men came from the ranks of organized 
labor; some came from business; some were lawyers, 
and some are from universities. A. good mediator 
needs a lot of knowledge concerning management and 
union policies and practices and experience in ne- 
§otiating agreements. He must also have unlimited 
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patience and the ability to gain the confidence of the 
parties—it is much like a salesman’s job in many 
respects. 

Q What are some of the basic principles that you 
have emphasized in training mediators? 

A First, there must be absolute integrity on the 
part of the mediator. Impartiality—ability to inspire 
confidence on the part of the parties that he will never 
betray the confidence of either party. And what I 
mean by that is this: You may have a union—and I 
have had this happen to me personally—a union that 
has certain things in its mind, and possibly what it has 
in its mind is not exactly what they are putting out 
on the table in the way of demands. The same goes 
for an employer. He has certain things in his mind 
and he is not putting them all out on the table for 
tactical or other reasons. 


Narrowing the Disagreement 


For example—take a wage situation—an employer 
says: “Five cents an hour and that’s all—not another 
cent more.” The unions say: “Twenty cents—not 
another cent less.” Well, if the mediator has the con- 
fidence of the parties and they tell him in confidence 
what they really have in their minds as a basis for 
settlement he can get them closer and closer, and 
finally get a realistic offer and demand before the 
parties for their consideration. In other words, he 
narrows the area of disagreement. 

In a recent case the union demanded 25 cents and 
the employer offered a 6-cent increase. Our commis- 
sioners went to work, held them in sessions for two 
days and a night and finally narrowed the issue down 
to a settlement of an 8-cent wage increase which made 
both parties very happy. 

Frequently, when a mediator has the confidence of 
the parties, notwithstanding his publicly stated posi- 
tion, the employer will say: “If you can settle for x 
cents and you recommend that, we will accept it.” 
The union may say: “We won’t recede from our 
position here, but if you can make a deal for this, we 
will go along.” It’s that sort of jockeying back and 
forth that you meet all the time. Mediators are really 
brokers, but they are not brokers acting in the interest 
of employers or unions, exclusively. Their primary 

(Continued on page 32) 























loyalty is to the interest and welfare of the people 
of this nation. 

Q What are some of the other essentials? 

A I think I can say that I find a very great desire 
on the part of practically all of our commissioners of 
conciliation to serve. Hours mean nothing to them. 

Q What do they get in the way of pay? 

A From $5,200 to $9,000. 

Q And these men must be very competent men in 
order to reach that grade of $9,000? 

A Yes, and many of our men, in my experience, 
could go out and earn three times as much money, as 
labor-relations experts, etc. 

Q Have you lost very many of them? 

A Yes, we have lost a substantial number—some 
of them to personnel posts in industry—but I don’t 
feel it is a loss, because their experience in Govern- 
ment is useful in improving industrial relations for 
the company with which they associate themselves. 


Growth of Confidence 


Q Would you say that both industry and organized 
labor are in the main unfamiliar with mediation as a 
process and what it can do for them? 

A No, I wouldn’t say that. I think some segments 
of industry are less familiar with it than labor is, but 
more and more I see the usefulness of our Service 
growing. I think there is a confidence being built up 
in this mediation process. When you look back on 
what we have gone through (our experience in this 
whole field of labor organizations and mass-produc- 
tion industries is quite young) it is evident that 
progress is being made. After all, it was not so iong 
ago that mass-production industries were organized. 
And dealing with unions has been a new experience 
for a lot of employers, and dealing with employers 
has been a new experience for a lot of people who 
went into the labor movement without being experi- 
enced. The sense of responsibility and skill in collec- 
tive-bargaining techniques, I think, is growing. 

Q Do you think that being outside of the Labor 
Department, being an independent agency, adds to 
the confidence that employers have? 

A I made a statement about that before the Senate 
Committee. I wouldn’t for one moment say that, if 
the men who are now in our Service were transferred 
to the Department of Labor, it would change their 
attitude any, because I think those men are devoted 
to the Service. But I do say this, it appears that many 
employers would not have the same confidence in the 
Service if it were connected with the Department of 
Labor. And by the same token, I think unions would 
not have the same confidence in a Service that was 
connected with the Department of Commerce. In 
other words, our organizational independence makes 
it rather difficult for either party at the bargaining 
table to suspect, rightly or wrongly, that we are pres- 
ent for the purpose of snatching the other fellow’s 
chestnuts from the fire. This doesn’t mean that mere 





independence guarantees that confidence will be ex- 
tended to mediators. They must be truly fair ang 
impartial in action and words. 

Q In other words, you must not have a label on 
you? 

A That’s right. That is what many employers seem 
to be afraid of. Many of our men, former labor-union 
people among them, have told me that they found 
that some employers, for reasons best known to them 
which are sometimes not too good, regard them with 
less suspicion and extend greater confidence to them 
when they represent an independent agency than 
when they represented the Department of Labor. 
This is a psychological fact which it is better to recog- 
nize frankly, in my opinion, than to close one’s eve; 
to and say that there is no basis for such lack of con- 
fidence. The only important question to ask in con- 
nection with the status of the Service is: Will the pub- 
lic interest in the most effective mediation of labor 
disputes be promoted by placing the Service in the 
Department of Labor? 

Q Do you think that the cause of mediation would 
be helped if there were a wider knowledge of it among 
businessmen? What can be done about that? 

A I think perhaps that is true. I think the impor- 
tant goal in labor relations—and leaving mediation 
out entirely—is a wider understanding on the part of 
businessmen and labor of their responsibilities. 

Q Could you list a few things that an employer 
should do when he gets into a mediation session and 
then later what a union leader could do to make 
mediation work better? 

A I don’t think you can answer it that way. There 
is no single formula for the procedures to be followed. 
It is about as difficult to lay down procedures in labor 
disputes as in the settlement of marital disputes. 
Personalities vary cases. You may have a _ back- 
ground of bad relationships, or you may have a back- 
ground of clashing personalities in one of those dis- 
putes. 

The mediator has to be able to size up a situation 
and when he sees one party or the other getting off the 
course, to get that party back on the beam. The best 
mediation is when the parties can take down their 
hair and talk it out with the mediator. Then he can 
know what is on their minds. 


Need for Preparation 


I think that today we are developing to a place 
where some employers are much more emotional ‘1 
their approach to their problems than the unions. I 
think it fair to make the generality that the unions 
come into their negotiations better prepared with 
statistics than the employers. I think they frequently 
have a more persuasive background of figures and 
facts, whereas the employer, though well and ably 
represented, is frequently unfamiliar with the sta- 
tistics of the industry or the area or the practices in 
other establishments. 
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Q Is that because they don’t send their best men? 

A That is only true to a limited extent in some 
situations. I think that corporation executives too of- 
ten have looked on labor relations as a sort of side 
jsue—one of those things you can delegate to some- 
body else and forget. Then again, consider the fact 
that although the employer representative may know 
the employer’s operation, many a union negotiator 
deals with A company today, and B and C tomorrow. 
He’s an experienced negotiator and he’s familiar with 
all the facts and figures bearing on the situation. The 
employer representative is not as exhaustively pre- 
pared and consequently all he can say to the argu- 
ments of the union man is, “No.” He is not prepared 
to meet the other fellow’s argument. 


The Role of Lawyers 


Q How much advantage or disadvantage is it to 
have the lawyers in on the negotiations? 

A There are some lawyers representing both sides 
who are excellent and helpful. They have the right 
experience and disposition. The ordinary court law- 
yer or corporation lawyer, going into labor relations, 
goes in there with the idea in mind that he has to win 
a case for his client. That isn’t the attitude to assume 
at all. It isn’t a case, but a relationship that is at stake. 
There has to be give and take, and many times in 
these disputes it probably would be much better for 
the client if they didn’t win all the points in contro- 
versy. 

I believe in having a labor.contract that every- 
body understands; it should be written in language 
that everybody can understand. One thing that we 
advocate in negotiations when agreement is reached, 
is that both of the parties get the foremen and super- 
visors and shop stewards and sit down with them 
and have them understand what it is all about. 
If they have any questions, they can ask them 
of the people who wrote the contract, and then 
you have a joint agreement that has a better chance 
of working. 

The difficulty in many instances is that when you 
get through reading the contracts that some lawyers 
write (I happen to be a lawyer myself) the client 
doesn’t understand it and the union doesn’t under- 
stand it—they may say they do, but when it gets 
down to the foreman and shop-steward level, they 
don’t know what it means, and then they have to 
get the lawyer back in again and sometimes he 
doesn’t understand it. But it is wrong to complain of 
lawyers as such, just as it is silly to generalize about 
union officers, employer representative or under- 
takers. 

Q Do you think the parties in a contract ought to 
get together once every few months between negotiat- 
ing sessions—U.S. Steel has been trying it—just to 
talk over the general situation and keep a continuing 
telationship instead of meeting just when they are 
quarreling? 


A I don’t think you can have good labor relation: 
without that. I made it a practice when I was 
labor-relations director for the U.S. Rubber Co. to 
meet regularly with the international officers of the 
union. 

We established a practice of reporting every five or 
six weeks and taking a full day on their problems and 
on things that bothered us. I think in that way you 
can avoid a whole lot of difficulty. Again, I think 
there has to be a desire on the part of the parties to 
do that. You frequently see a lot of reference to union 
shop committees—management and unions having 
committees for co-operating purposes. It’s a splendid 
idea if both parties desire it, but, if it is just trying out 
some formula that neither one desires, it won’t work. 
You can’t force people to co-operate. And if you try 
to force them together and ask them to co-operate, it 
won’t work. But I think more and more that practice 
is being used, and I hope that it will grow because I 
think it will help, because it serves to enlarge the area 
of agreement and narrow the area of disagreement. 

Q You spoke of the emotional approach of a good 
many people in management—have you become 
aware of the various things that provoke this emo- 
tion, as, for example, the continuation of abuse 
through labor papers vilifying management, personal 
attacks, etc., which may or may not be a studied effort 
to provoke management into some dispute? Have 
you observed much of that in your experience? 

A Yes. I don’t know what the answer is. I think 
that both labor and management must function in the 
same way as they would if they went out to sell a bill 
of goods. I don’t think that a salesman who found a 
purchasing agent didn’t want his products would 
make speeches about him, or put it in the papers, or 
throw around handbills about what a bad man he is. 
I wish that both sides would do a little more selling. 
Of course, some management people and some union 
people have very queer ideas of what constitutes good 
public relations in the course of labor disputes. 


Importance of Mutual Understanding 


I think it’s very important that labor leaders know 
more about the economics of the business. And I 
think it is equally important that management know 
something more about the difficult political and other 
problems of the responsible labor leader. And he has 
a lot of problems! Many times when a labor leader is 
trying to accomplish something—it may be very con- 
structive—management, by not understanding what 
is back of his thinking or what is motivating him, 
may do something that just upsets the whole thing he 
is trying to work out. 

I think that management has a lot to learn about 
the responsibilities of the labor leader, and the self- 
interest of unions makes it necessary for their repre- 
sentatives to understand the problems of manage- 
ment. It is one of the jobs of mediation to assist them 
both in doing this. 
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First shovel on a vacant lot draws 


House-hungry Argentines with rent money 


BUENOS AIRES 

AT UNIVERSAL PROBLEM, the housing 

shortage, is really something in Argen- 

tina. Looking for a place to live is almost 
a full-time occupation for thousands. 

House hunters search the obituary 
pages the minute the newspapers are out 
every morning, so they can telephone the 
landlords and apply for apartments as 
soon as possible after the occupants die. 

Thousands of engaged couples are 
postponing wedding dates until they can 
find places to live. Families are moving 
in together more than ever, often with 
three or four generations living under 
one roof. 

President Perén’s program to bring in 
100,000 immigrants a year is running into 
trouble because of the housing situation. 
Some newcomers are returning to their 
homes overseas after trying in vain to find 
shelter. Immigrants easily find jobs where 
salaries are good, but they can’t find 
places to rest their heads or to hang their 
hats. 

A few figures show what is wrong. 
Argentina, with a population of 16,000,- 
000, is short about 600,000 dwellings. In 
Buenos Aires alone, about 100,000 new 
homes are needed. And the country’s 
population is growing by at least 250,000 
a year. In addition, thousands of people 
have left the farms and moved into the 
cities that cannot house them. 








On the basis of five persons to each 
dwelling unit, 3,000,000 Argentines lack 
housing. One Congressman _ estimates 
that the country needs to build 60,000 
housing units a year for 10 years—and 
even that won't take care of the normal 
growth in population. 

Yet the situation gets worse almost 
daily. Home building is declining. Rents 
have skyrocketed in spite of Government 
rent-control laws. 

At the root of the problem are the ad- 
vancing costs of land, labor and building 
materials. Land speculation is so common 
that it produces the largest single sum 
of advertising revenue for newspapers, 
magazines, radio stations and billboards. 
Land costs have quadrupled in a few 
years. 

As a result, working families find it 
almost impossible to get small houses 
they can afford, although wages are high- 
er than ever before. A few years ago, one 
could calculate the cost of building a 
bungalow .: about $30 a square yard. 
Now it is approximately $160, and build- 
ers predict average costs will rise to $200 
soon. 

Bricks cost $6 a thousand a few years 
ago. Now they’re at least $36—and hard 
to get. Bricklayers’ wages are up from 
$2 a day to $6 a day, plus about 60 per 
cent more in invisible labor costs such as 
paid holidays, an annual bonus of one 
month’s pay, pension contributions and 
social-security benefits. Taxes are up and 
good labor is scarce. 

The result is that contractors can’t esti- 
mate the cost of a building, and never 


know when a job will be finished. In- © 


vestors are hesitant to build under such 
conditions and housing construction has 
dropped off about 40 per cent in Buenos 
Aires alone. 

Landlords and tenants both suffer. In 
the case of some older apartments, closely 
watched by rent-control authorities, ten- 
ants pay small rentals. In the newer and 
furnished apartments which are uncon- 
trolled, however, rents have gone to ab- 
surd heights. An ordinary two-bedroom 
apartment here now rents for between 
$200 and $250 a month. Furnished ones 
often touch $600. 

“Key money” of $2,000 or more for 
transfer of a flat is not uncommon. An- 
other common practice is to put a chair 








and table in an empty apartment, classify 
it as “furnished” and thus take it out 
from under rent controls. 

President Perén has devoted a lot of 
time and effort to trying to do something 
about housing. The Government has set 
aside $11,000,000 for low-cost housing, 
Several handsome projects have been 
built in Buenos Aires and in other parts 
of the country. The city government is 
also planning to build 90 new low-rent 
apartment houses to accommodate 50.- 
000 people. 

Prefabricated housing has been tried, 
but costs are high and imports of knock- 
down houses practically have stopped be- 
cause of the shortage of money to buy 
them. The President has decreed that 
building materials and equipment can 
come into Argentina duty free, regardless 
of tariff rates, but that concession is no 
help now. 

All sorts of things are being tried to 
make homes available to renters as soon 
as they become unoccupied. One Gov- 
ernment decree makes it a criminal of- 
fense under antiprofiteering laws for a 
landlord to neglect to advertise property 

s “to let” as long as it is vacant and 
habitable. But that doesn’t seem to help 
much, simply because there aren’t enough 
places for people to live. 

Things are so tight that some home 
hunters are watching empty lots these 
days for the first sign of a workman with 


_a shovel. As soon as a little work starts, 


they rush to the agent’s office with a de- 
posit. In some cases, people even have 
agreed to pay the full rent while the 
building is going up. B. S. R. 
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Has to Stake Political 


> Robert A. Taft, a Republican, virtu- 
ally is running the Democratic Senate. 
He is having his way on most important 
jssues—labor, housing, welfare legisla- 
tion. He has emerged as a dominant 
national figure. And yet his friends are 
worrying about the question of how long 
he may remain a political force. 

He, and they, would like to see him 
receive the Republican presidential nomi- 
nation in 1952. But, before that can hap- 
pen, he must fight for his very life, 
politically. He must go back to Ohio 
and get re-elected to the Senate next 
year or his career will be ended. Al- 
though it is not generally known, that 
re-election contest already has begun, 
and it is a scorcher. 

Organized labor is determined to re- 
tire the Ohio Senator because he was an 
author of the Taft-Hartley law and be- 
cause his leadership recently prevented 
the repeal of that statute. The Admini- 
stration is determined that he shall be 
beaten. President Truman repeatedly has 
singled Mr. Taft out as his leading con- 
gressional opponent. If the Senator wins 
re-election next year it could be Truman 
against Taft in 1952. 

At stake also in the Ohio contest is the 
new type of Republican doctrine that 
Mr. Taft, always ready to blurt out his 
views, has evolved. He believes the 
party may never return to power unless 
it realizes and acknowledges that the 
people want better housing, health and 
educational facilities and more social 
security, but with such things stripped 
of socialistic trappings. 

Consequently, the Ohio election con- 
test is becoming the symbol of a great 
national struggle, between labor and the 
Fair Deal, on one hand, and Republican 
conservatism, as modified by Mr. Taft, 
on the other. It also is considered a test 
of the ability of labor to drive out of 
national life a man of acknowledged 
ability and power of leadership. The out- 

come depends on many things, and par- 
ticularly, on the somewhat peculiar 
political situation in the State itself. 

Prospects. The Senator's backers are 
cautiously optimistic, but agree with Mr. 
Taft that they have “a real fight” on 
their hands. Optimism seems to stem 
from the old political truism that “you 
can’t beat somebody with nobody.” Ohio 
Democrats, to look at the contest in 
terms of personalities, are unable to 
agree as yet upon a candidate to oppose 
the Senator. Some of the possibilities: 

Governor Frank J. Lausche, a re- 
doubtable vote getter with a huge per- 
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Senator Taft, Fought by Mr. Truman and Labor-Union Chiefs, 
Life on Ohio Election Next Year 
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SENATOR TAFT 
- - « he has outworn or outlasted most of his former rivals 


sonal following, a Roman Catholic and 
the son of an immigrant, is the gravest 
threat to Mr. Taft’s continuance in of- 
fice. Thus far, Mr. Lausche, who seems 
to have little desire to become labor’s 
No. 1 hero in a campaign of national 
significance, has said he would seek re- 
‘election as Governor next year, instead 
of running for the Senate. 

The Governor is considered somewhat 
unpredictable, however, a man of quick 
decisions and changes of mind. He can- 
not be eliminated from consideration un- 
til the time for filing has come and gone. 
Even then his active support for the 
Democratic nominee would influence 
many voters. How aggressive his support 
might be is a question, too, because 
the Governor is a political maverick who 
avoids too close an entanglement with 
the regular Democratic organization. 

Others. Another possibility is Joseph 
Ferguson, a genial, backslapping politi- 
cian with an immense first-name ac- 
quaintanceship throughout the State and 
an ability to pile up votes. And a third 
is Mayor Thomas A. Burke of Cleveland, 
a power in the northern Ohio industrial 
area, Representative John McSweeney 
also is mentioned. He has a liberal voting 
record and labor likes him, but he is not 
well known throughout the State. 

Governor Lausche—and he and Sena- 
tor Taft have a high respect for each 
other—obviously holds a key to the situ- 
ation. The personality of the Demo- 
cratic nominee will be of obvious im- 


portance. But the principal threat to the 
Senator comes from labor itself. 

The unions. Labor leaders, dismayed 
at their inability to repeal the Taft- 
Hartley Act, have been working on the 
situation for months. They have been 
making radio speeches opposing the Sen- 
ator on many issues. They have been 
going over the voting lists. By the time 
electioneering grows intense, they expect 
to be organized for one of the great 
political struggles of labor’s history, right 
down to the local-union level. 

They plan an intensive drive to get 
sympathetic voters registered and to the 
polls. The unions are weil heeled. There 
will be no lack of funds to pay for these 
activities. 

The population of the State is nearly 
two-thirds urban and industrial, and the 
industrial areas are highly unionized. The 
labor leaders consider this a very favor- 
able factor, of course. To it they hope- 
fully add discontent in the rural areas 
over Senator Taft’s criticism of subsidies 
and other aids to the farmer. 

Labor’s campaign is expected to be 
more important than the work of the 
regular party organizations. Both of them 
are considered rather weak. The Repub- 
lican organization has had neither fed- 
eral nor State patronage to fatten it. The 
Democrats have fed on federal jobs, but 
have not been able to dictate appoint- 


ments to the independent Governor 
Lausche. 
When all these factors are balanced, 
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Contacting a customer in Colombia... 


If you have business in other countries, you'll find the 
telephone a big help. You can discuss matters in person with 
your clients or prospects . . . reach full agreement on all 
transactions . . . often in a single call. 


And there’s nothing quite so heartwarming as hearing the 
voices of friends or relatives across the oceans. It costs 
surprisingly little to talk to them regularly by telephone. 
Most countries around the world can be reached from 


your own telephone today. Just say to the Long Distance 
operator, “! want to make an overseas call.” 


is easier to do by telephone! 
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Pearle of the Week 


it becomes obvious that Senator Taft has 
many formidable obstacles to surmount. 
He also has definite, well-laid plans for 
overcoming them. 

The Taft campaign. When Congress 
adjourns, the Senator is to begin a whirl- 
wind campaign, even though the actual 
election is more than a year ahead, He 
has laid out a speaking tour that will 
take him all over the State. There are to 
be speeches and meetings at virtually 
every crossroads. , 

The Senator has been in tough cam- 
paigns before, and has won them. While 
energetically practicing law in Cincin- 
nati, he was elected repeatedly to the 
Ohio Legislature. In 1938, a nonpresi- 
dential year, he ran for the U.S. Senate 
and won by 169,000 votes. In 1944, the 
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GOVERNOR LAUSCHE 
Next year’s key 


year of the fourth Roosevelt presidential 
victory, he had a narrow squeak but won 
by 18,000 votes, while Governor Thomas 
E. Dewey, the Republican presidential 
nominee, carried the State by only 11,- 
500. 

Then, last year, Senator Taft was chal- 
lenged in his own Ohio presidential 
primary election. Former Governor Har- 
old E. Stassen of Minnesota, seeking 
delegates to the national convention, op- 
posed the Senator in 23 carefully se- 
lected industrial districts, in which 
Senator Taft was figured to be most 
vulnerable. The Senator, nevertheless, 
carried 14 of them. 

In view of this record, the Senator’s 
friends are inclined to question the popu- 
lar belief that he lacks vote-getting abil- 
ities. He is shy, chilly, formal. Where 
other politicians resort to emotional ap- 
peals, he sticks to facts, figures and 
straight, cold logic. In this fashion, he 
will present as his platform his Senate rec- 


U. S. NEWS & WORLD REPORT 

















Tie 


ft has 
10unt, 
ns for 


ngress 
whirl- 
actual 
d. He 
t will 
are to 
tually 


cam- 
While 
incin- 
0 the 
presi- 
enate 
{the 





ntial 
won 
ymas 
ntial 

11,- 


shal- 
ntial 
Har- 
king 

Op- 

se- 
hich 
nost 


less, 


tor’s 
ypu- 
bil- 
1ere 
ap- 
and 
he 
rec- 


DRT 











— 


ord and his new type of Republicanism. 

Other assets. Republicans are divided 
over the Taft policies. The die-hard con- 
gervative wing has been shocked. Repub- 
lian liberals, who tried unsuccessfully 
to unseat him as chairman of the Senate 
Republican policy committee last win- 
ter, want a more aggressively liberal 
viewpoint. But, with the coming of the 
campaign, ranks are expected to close. 
Many Republican Senators, of all shades 
of opinion, will be in Ohio to campaign 
for Senator Taft. 

Obviously there will be no lack of 
campaign funds to match the dollars 
thrown into the contest by labor and by 
Democratic contributors. Eastern busi- 
nessmen, as well as Ohioans, aroused by 
the challenge of labor, can be expected 





~Plummer from Black Star 
HAROLD STASSEN 
Last year’s challenge 


to attend to that. The chips will really 
be down in Ohio next year. 

In addition to all other factors, the 
Senator is considered to have a valuable 
asset in Mrs. Taft. When campaigning 
time arrives, Mrs. Taft goes along. She 
is credited with political acumen of a 
high order, and she has a warmth and 
a wit that offset the frosty aloofness of 
her husband. She, too, makes speeches. 

The Presidency. Senator Taft has 
tried three times for the Presidency and 
a return to the White House, where he 
lived as a boy during his father’s Ad- 
ministration. Now, he has outworn or 
outlasted most of his former rivals. In 
1952, he will be 63, and that year may 
present his last opportunity. His stature 
as a national figure is undisputed. But 
he must return to Ohio and win a pre- 





liminary victory in next year’s Senate 
contest. That is why the attention of the 
nation will be fastened on the Ohio elec- 
tioneering as the campaign develops. 
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Typical of THE MEN WHO 
MAKE INDUSTRIAL MAINE 


Truman Pease says: 


“You hear a lot of talk about the 
attractions and glamour of work- 
ing in big cities. Over the years, 
I have seen many of my friends 
pull up stakes and try their luck 
at city life. Then, later, I have 
seen these same fellows come 
back to Maine and heard them 
say: “Boy, it’s good to get back 
here and really live again!’ 

“T’ve come to the conclusion that there is no substitute for 
the happiness and contentment you get in living and working 
in a place you like. Yes, I’m glad I stayed in Maine. 

“Take my work in the woolen mill. I have worked here for 
fourteen years and have thoroughly enjoyed it. I get real 
downright pleasure in seeing fine woolen cloth come from the 
mill and I take a great deal of pride in the part I do. 

“TI wouldn’t trade my life in Maine for all the bright lights 
of the city. I have a 200 acre farm, keep a small herd of good 
cows and cut some wood on the side. Take it from me, Maine 
is a grand place in which to live, work and play.” 


Grumen In Pert 


Truman Pease is typical of thousands of Maine workers 
who take pride in their work and really enjoy life. Maine 
has what your industry needs. Nearness to the nation’s 
biggest markets; year ’round production weather; moder- 
ately priced power; pure processing water; excellent 
transportation; fair taxes; no State sales tax; no State 
income tax. : 





if you are planning to move, 


expand or decentralize, it wort: 
will pay you to investigate ane ~ 
the industrial advantages of ne P LA 
Maine. Write for free book- o vive 


let, “Industrial Maine”’. 














MAINE DEVELOPMENT COMMISSION, 775 STATE HOUSE, AUGUSTA, MAINE 
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Special Report 


Profits, falling off, are not to 
disappear. Business earnings in 
1949, despite decline, will be al- 
most double 1940. 

Lower profits mean less money 
for pay raises, less to be taxed, a 
possible reduction in dividends 
for some stockholders. 

But corporations are likely to 
make nearly $14,000,000,000 in 
profits this year, after taxes. That 
is 60 per cent better than boom 
year 1929. 


Earnings of business, as a whole, 
are to be much lower this year than 
last. There will be a smaller amount 
of corporation income for Government 
to tax. Workers will find it less easy to 
demand pay raises to come out of 
profits. Many stockholders will find 
their dividends reduced, though only 
moderately. 

Profits, people are to discover once 
more, do not always rise. The profit level 
in 1949, for all corporations over the en- 
tire year, is likely to be about 30 per 
cent lower than in 1948. In the fourth 
quarter of this year, the level of profits 
may be 40 per cent lower than for the 
same period a year earlier. 

For some industries, including auto- 
mobiles, profits are going to be about as 
high this year as last. For others, includ- 
ing mining, the profit level will be re- 
duced drastically. The story will vary in 
the same way for individual companies. 
Some will make more money than ever 
before. Most others will make a good 
deal less than they have been making. 

Corporations, however, in most cases, 
will have less need to retain earnings in 
the business. They will be reducing in- 
ventories. Many will be spending less on 
new plant and equipment. As a result, 
stockholders are likely to get a larger 
share of 1949 earnings, on a percentage 
basis, than they received of 1948 earn- 
ings. 

The profit outlook, on an over-all 
basis, while less favorable than a year 
ago, is far from discouraging. 

Before taxes, corporations in 1949 
are likely to make about $23,000,000,- 
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(This article represents the result of an 
extensive research on a problem of ouyt- 
standing importance in National Affairs.) 


MOST FIRMS TO EARN LESS IN ‘49 


But Outlook Is Good by Prewar Standards 








After the Boom: Sharp Drop in Profits 


rT | 1929 


Source: Commerce Department, through 1948 
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“LUCKY THAT CAR WAS GOING SLOW, YOUNG LADY?” 


ay THE man in that car hadn't been a careful driver, he might 
not have seen you in time. I hope this little scratch will 
teach you never to play in the streets!”’ 

Trafic Safety should be your aim—and your responsibility 
as a car owner. Know the laws and respect your traffic officer 
—heed road signs and signals. Drive only at reasonable 
speeds, slower after dark. Keep in your own lane. Don’t 
insist on “right-of-way.” Pass only when you have clear 
vision ahead. Don’t mix driving and drinking. Stay well 


behind the vehicle in front of you. Keep your car in top 
condition. And by all means carry adequate automobile insur- 
ance with a sound, reliable, nationwide organization such as 
Hardware Mutuals. 
Phone Western Union 

Use this convenient “get acquainted” service. Simply call 
Western Union by number, ask for Operator 25, and say you'd 
like the name and address of your nearest Hardware Mutuals 
representative. You'll find him worth knowing! 


Casualty and Fire Insurance for your AvuTOMOBILE...HOME...BUSINESS 


Hardware Mutuals 


Stevens Point, Wisconsin 


HARDWARE MUTUAI CASUALTY COMPANY + HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 





Offices Coast to Coast 
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000. Last year they made $32,800,000,- 
000. That looks like a drastic decline. 
Yet, in 1940, before the war, corporations 
made less than $10,000,000,000. By 
comparison, investors find that in this 
year of recession there is still a lot of 
money to be made. 

After taxes, corporations probably 
will have nearly $14,000,000,000 left. 
As the chart on page 38 shows, that is 
$6,000,000,000 less than they had after 
taxes were paid in 1948, but it is more 
than twice as much as they kept after 
taxes in 1940. Actually, much of the de- 
cline in profits is being suffered by the 
smaller corporations. Many of the larger 
ones are going along with profits very 
little lower, if any, than a year ago. 

To be paid out in dividends will be 
around $7,700,000,000, if present esti- 
mates hold. That will be almost as much 
as the $7,800,000,000 paid out in 1948. 
However, as the chart on page 40 re- 
veals, dividend payments rose in the first 
half of this year to a record annual rate 
of $8,200,000,000. In the second half, 
they are expected to be cut to a rate of 
$7,200,000,000. This compares with $4,- 
000,000,000 in 1940 and is more money 
than stockholders ever have received, ex- 
cept for last vear. 


Retained by corporations from profits 


this year will be about $6,000,000,000. 
That is the amount available for financing 
expansion, for building liquid capital, 
and for other corporation purposes. Last 
year they kept $12,300,000,000—a record 
amount. 

The meaning of all these figures is 
that, while profits are much lower than 
they were, they are not to disappear. 
The situation is nothing like what it was 
in 1932, when corporations, taken as a 
whole, went into the red by $3,400,000,- 
000. The corporations are likely to be 60 
per cent better off in dollars of profit 
than in 1929, which was considered to 
be a year of record profits and _pros- 
perity. In that year, their profits after 
taxes totaled $8,400,000,000. 

Stockholders, in all probability, will 
continue to get a higger share of cor- 
poration earnings than they have been 
receiving. Besides, their equities have 
been built up substantially by the profits 
that have been plowed back. In some 
companies, the amount of these retained 
profits is greater than the total market 
value of the companies’ stocks. This 
helps to explain why investors are not up- 
set by the outlook for smaller profits. The 
stock market, tending downward for three 
years, appears to have largely discounted 
that profit decline. 

U.S. Treasury, however, stands to lose 
by reason of the decrease in corporation 
earnings. For the fiscal year just ended, 
about 30 per cent of the Government’s 
receipts of $38,000,000,000 came from 
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the corporation tax. A drop of $10,000,- 
000,000 in corporate profits means a 
decrease of around $3,000,000,000 in tax 
revenue, It mow is becoming evident 
that the Treasury cannot afford to have 
corporate profits disappear. 

Labor finds that its drive for wage 
boosts is weakened by the downturn in 
profits. Union leaders now are running 
into the fact that, if wage rates are to 
go or up, industry will try to offset any 
increase in wages by reducing the num- 
ber of workers employed. 

All these results—for stockholders, for 
Government and for labor—are flowing 
out of the change in the corporation- 
profits picture. 

Profit margins in the present period 
are being cut down both by falling prices 
and by smaller sales volume. In the last 
half of 1948, when total sales turnover 
was running at an annual rate of more 
than $360,000,000,000, profits before 
taxes were 9% per cent of sales. But, in 
the last half of 1949, when it is estimated 
that sales turnover will be at a rate of 
only $300,000,000,000, profits are ex- 
pected to be less than 7 per cent of sales. 

With »rices under pressure and sales 
being made in smaller volume, receipts 
in many cases are drastically reduced. At 
the same time, most overhead costs stay 
up. When these overhead costs are spread 
over the smaller volume of business, the 
result is a higher cost ver unit. 

Break-even points in many indus- 
tries, however, are starting down. Raw 
materials are being bought at lower 





prices. Some expenditures that were 
made in boom times are being cut out 
when retrenchment is forced. Marginal 
plant. and equipment are being elimi- 
nated. Productivity-is being increased 
through more efficient labor and through 
technological advances. 

Steel companies, for example, appear 
to have a break-even point at around 55 
per cent of capacity, compared with more 
than 60 per cent last year. Similar 
changes are occurring in other lines. 

Industry by industry, there is a 
wide variation in the outlook. This year, 
the biggest drop in profits is occurring 
in manufacturing, mining and railroads. 

Mining companies are hurt the 
worst, with net earnings in 1949 likely 
to decline from 1948 by almost half. 
These companies have been hit by the 
fall in raw-material prices. 

Manufacturing companies, taken to- 
gether, are expected this year to show a 
40 per cent drop in profits after taxes, 
compared with last year. 

The steel industry, operating at full 
capacity, started off the year with profits 
up by two thirds from the same period in 
1948. Now, however, as its operating 


’ Yate falls, its profits are drastically cut. 


The mathinery ‘industry also is hard 
hit. Declining sales are the reason. 

The textile industry is in trouble, too. 
For the first quarter of this year, profits 
were about a third below the correspond- 
ing period of 1948. 

The automobile industry, however, 
with record output, had first-quarter 
earnings 42 per cent above the first 
quarter of 1948. Even a decline in sales 
later this year is not expected to cut 
total earnings much below last year’s. 

Wholesale and retail trade, benefit- 
ing from the high level of sales, is likely 
to have profits only about 13 per cent 
below the 1948 total. 

Other lines of business still in a favor- 
able position are public utilities, finan- 
cial companies, service industries, and 
manufacturers of food products, tobacco 
products, shoes, drugs and chemicals. 

Investors, on the whole, have reason 
for optimism, in spite of the general 
downturn of profits. They are the owners 
of an industrial plant far bigger than the 
one that existed in 1940. Their dividends 
still are near an all-time high. The pur- 
chasing power of those dividends, pre- 
viously impaired by the rise in prices, 
now is tending to grow as prices fall. 

At the same time, the dividends tend 
to maintain tax yields from individual 
incomes. They also provide a cushion 
against a drastic fall in national income 
and ‘national buying power. Thus the 
high level of dividends not only is pro- 
tecting the incomes of investors, but is 
helping to keep the nation’s economy on 
an even keel. 
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Unions, shying away from 
jrikes, are delaying a show- 
down on wages. They want 
smebody somewhere to set a 


pattern. 


Steel no longer can be counted 
on to lead the way to fourth- 
round raises. This industry's re- 
jection of union demands will be 
followed by other employers. 

A strike in steel, though possi- 
ble, can be delayed by Govern- 
ment. Fact-finding panel or in- 
junctions are possibilities. 


Big labor is backing away from an 
early showdown on wages this year. 
Many unions are letting old contracts 
remain in effect on a day-to-day basis 
rather than face the choice of striking 
or settling without increases. The stall- 
ing is tied to the hope that one big 
industry will lead the way with a wage 
boost that can be copied as a fourth- 
round pattern for other industries. 

Steel was the industry that had been 
counted on to break the ice. But that 
industry, following the lead of the U. S. 
Steel Corp., is rejecting wage demands 
of the CIO Steelworkers. The problem 
now is to avoid a strike in steel that 
might spread to autos, electrical manu- 
facturing and other industries where 
workers are represented by CIO unions. 
There still is no fourth-round wage pat- 








tem for big unions to copy. 

A strike in the steel industry is a pos- 
sibility after July 15, but is not likely to 
be called until after the Government has 
exhausted machinery at its command for 
preventing, or ending, strikes that might 
cripple the business of the country. At 
least three solutions are possible. 

A fact-finding panel to investigate 
the issues in the dispute is one way to 
avoid a strike. Idea here is to get the 
facts before the public, putting pressure 
on both sides to reach an agreement, 
with a strike postponed pending hear- 
ings and a report of the panel’s findings. 
Fact-finding panels can be set up by the 
Federal Mediation and _ Conciliation 
Service without using machinery of the 
Taft-Hartley Act. 


JULY 15, 1949 
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UNIONS DODGE WAGE SHOWDOWN 


Waiting for Outcome of Strike Threat in Steel 











-Ford, Bituminous Coal Inst., Jones & Laughlin photos 


STEEL... COAL... AUTOS 
Which sets what pattern? 





The Taft-Hartley Act provides an- 
other method of delaying a steel strike. 
The President may declare that a na- 
tional emergency exists or is threatened. 
He then can appoint a board of inquiry 
to investigate the strike, but this board’s 
power is limited to stating the issues 
and positions of the parties to the dis- 
pute. 

An injunction delaying a big strike 
for 80 days is possible if the Steelworkers 
do not agree to postpone the walkout. 
Steelworker President Philip Murray, 
however, is expected to seek a solution 
short of injunctions. 

Postponement of the strike deadline 
or a last-minute compromise settlement 
are other alternatives open to the union 
and steel companies. Mr. Murray's union 
already has agreed to extend contracts 
with some smalley steel companies. If 
he delays a wage showdown in the in- 
dustry as a whole, he will be doing what 
many other big union leaders have done 
this year. 

What happens in steel will have an 
important bearing on wage settlements 
in other industries. If “big steel” con- 
tinues to hold out against the union's 
demand for higher.wages and for pen- 
sions, other employers will follow suit. 
Any raise in steel, whether granted as 
the result of a fact-finding committee's 
report or as a result of collective bargain- 
ing, will result in stronger demands from 
unions in other fields. 

Delaying tactics, up to now, have 
been favored by both unions and em- 
ployers in a number of major industries. 
Unions, by their action, are showing 
that they want to avoid strikes. With 
employers saying “no” to their demands, 
they figure that they have nothing to 
lose, everything to gain, by postponing a 
showdown. In the end, some employer 
may crack and open the door for wage 
increases by other employers. 

Employers, on the other hand, want 
some assurance that an upturn in busi- 
ness is in sight before they agree to pay 
higher wage rates for another year. They 
are unwilling to pay raises out of past 
profits, no matter how high the profits 
may have been in recent months. 

The general trend in 1949 wage 
talks in the big industries has been to 
avoid a wage increase. Some industries, 
such as clothing, textiles and lumber, 
have continued their old wage rates 
without change, by consent of the un- 
ions. Others have renewed old contracts 
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with a right to talk wages again if a na- 
tional pattern develops. In various other 
industries, wage talks are being stalled 
from week to week. 

Retroactive pay is not being de- 
manded in most instances where con- 
tracts are extended for more negotia- 
tions. This will save employers money 
on any wage increase that might be 
granted later. In past years, unions usual- 
ly allowed extensions of agreements only 
with a promise that any raise would be 
retroactive to the original expiration date. 
Now; unions such as the Miners and the 
Auto Workers are taking extensions with- 
out strings attached. 

Employer resistance to union de- 
mands is tougher than usual, and this is 
one reason for the lack of retroactive 
clauses. With heavy inventories of fin- 
ished goods, and a declining market, 
many employers are telling unions that 
strikes would be welcomed. 

Big showdowns on wages in major 
industries are yet to come. It may take 
weeks or months to work out these set- 
tlements. 

Coal seems to be facing a long delay 
in writing a new contract with John L. 
Lewis. Mr. Lewis would prefer to wait 
until winter is approaching, with its up- 
turn in demand for coal. While waiting, 
he is reducing the stockpiles of coal, 
tending to keep prices steady. His three- 
day-week plan is a temporary remedy. 
For the next contract, Mr. Lewis may 
get a work week of about 35 hours, with 
some increase in daily pay and a royalty 
higher than the present 20-cents-a-ton 
payment to the union’s welfare fund. 

Auto companies are in no hurry to 
settle with the CIO Auto Workers, and 
the union indicates that it is not anxious 
for a strike showdown. The Ford Motor 
Co. contract and others in the industry 
are being extended on a day-to-day 
basis. The UAW’s request for a pension 
of $100 a month is more modest than 
the Steelworkers’ proposal of a $150 pay- 
ment, but UAW is making little head- 
Way. 

Electrical-equipment firms also are 
resisting demands of the CIO Electrical 
Workers. Strike action has failed to pay 
off in big increases. Supplies of electrical 
products on hand weaken the union’s 
bargaining position. 

Rubber seems to be due for a wage 
crisis in August, but overproduction in 
this industry also will make it difficult 
for CIO Rubber Workers to get a raise. 

Shipbuilding yards on the West Coast 
are getting a year’s extension of contract 
at the old wage rates, with consent of 
the AFL unions, Eastern yards are not 
likely to give a raise to the CIO Ship- 
building Workers. 

These and other unions are hopeful 
that steel will fix a wage trend for 1949. 
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Chances are, however, that, even if a 
pattern emerges, there will be consider- 
able variations between industries, de- 
pending upon business prospects. 


PICKET-LINE RULES 
CLARIFIED BY NLRB 


Latest rulings of the National Labor 
Relations Board clarify further the rights 
of unions and employers under the Taft- 
Hartley Act. These rulings cover such 
subjects as mass picketing, violence on 
picket lines and strikes in violation of 
contracts, 

Board members, under the chairman- 
ship of Paul M. Herzog, are turning out 
decisions without regard for moves in 





NLRB CHAIRMAN PAUL HERZOG 


ce 


will confine its orders to situations in 
which the pickets, with or without vio- 
lence, intimidated workers trying to go 
through a line. , 

Blocking a plant gate with a large 
picket line, NLRB adds, cannot be justi- 
fied by a union on the ground of “free 
speech.” 

Destroying pliant property during 
a strike also is held to be a violation of 
the Act when it serves to frighten non- 
strikers and keep them from going to 
work, 


Back pay for nonstrikers wil! not 
be assessed against a union by NLRB. 
even if the union is found to have illegal- 
ly restrained the workers from going to 
their jobs. Proposals that the union in- 


volved in the strike be required to reim- 





~—Plummer from Black Star 


New rules . . . unless the courts or Congress overrules 


Congress to change the law. Decisions 
now being issued will stand unless over- 
ruled by the courts or upset by congres- 
sional revision of the law. 

The positions being taken by NLRB 
on these major issues are as follows: 

Mass picketing is found to be a vio- 
lation of the Taft-Hartley Act if pickets 
coerce or restrain nonunion workers from 
going into or out of a plant. The Board 
holds that Congress intended to outlaw 
any type of violence on the picket line 
as being coercive, regardless of how 
many strikers are involved in the picket- 
ing. 

Size of the picket line, however, is 
not to be the deciding factor. Any regu- 
latien as to the number of pickets al- 
lowed in the line is held to be a problem 
for local police authorities. The Board 


burse the nonstrikers for wages lost are 
rejected by NLRB members on_ the 
ground that the law does not authorize 
such an order. The Board’s decision 
holds that Congress authorized it to re- 
quire a union to pay back wages to 
workers only if the union is responsible 
for unlawful discrimination against the 
workers. This would inclade a case 
where a union causes a worker to be 
fired, but does not cover losses in strikes, 
the Board holds. 

No-strike clauses in union contracts 
are given strong backing by NLRB in 
another recent ruling. The Board tells 
employers that, if a union strikes in vio- 
lation of its no-strike pledge, the em- 
ployer can do the following things with- 
out risking NLRB reprisals: 


Negotiations can be broken off by 
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the employer until strikers return to 

work, 

A back-to-work move can be pro- 
posed by the employer through adver- 
tisements or through invitations to 
individual workers by foremen. 

A deadline for returning to work can 
be announced, and those who fail to 
meet it can be discharged. The employer 
can decide which of the discharged 
workers are to be rehired at a later date. 

A wage increase can be granted as 
an inducement to return to work. 

A union’s duty to call a halt to wild- 
cat strikes also is clarified by NLRB. 
Some contracts require that a union en- 
deavor to force termination of wildcat 
strikes called during life of the agree- 
ments. In such cases, NLRB holds, a 
union must act within three days to end 
the walkout or at least to renounce it. 

Foremen who join in a strike of rank- 
and-file workers can be fired, NLRB 
finds in another case. The Taft-Hartley 
Act excludes supervisory workers from 
protection of the Act. 

Picketing a railroad siding to keep 
goods out of a plant or to prevent ship- 
ments from the plant during a strike is 
not a violation of the Act’s secondary- 
boycott provision. This decision is based 
on the fact that the Act excludes rail- 
road workers from its terms. 

Employer comments on unionism 
are permitted as long as they do not 
contain threats of reprisal or promises of 
gain. However, if there is an implication 
of such threats or promises in the em- 
ployer’s speech or statement, NLRB 
holds this to be a violation of the Act. 
The comments do not need to be specific. 





> Hiring practices of the shipping in- 
dustry may have to be revised soon. The 
union hiring hall, through which em- 
ployers obtain their sailors and other 
crew members, is found to be illegal by 
the U. S. Court of Appeals. Next step in 
the legal battle is an attempt to get the 
Supreme Court to review this decision. 
If the high court rejects the appeal or 
upholds the lower-court ruling, the in- 
dustry and various unions will need to 
find a new system of hiring. Existing con- 
tracts continue the hiring-hall plan only 
pending a final court decision. The halls 
serve to enforce a “closed shop,” out- 
lawed by the Taft-Hartley Act. 


> Union “dictators” who rule their 
organizations with little regard for rank- 
and-file members are being investigated 
by a subcommittee of the House Labor 
Committee. The investigation, however, 
probably will not produce any immediate 
legislation to end the abuses. Congress, 
so far, is reluctant to do much to inter- 
fere with the internal affairs of unions. 
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Great Conversion Potential For 


LIGHT AND HEAVY 


DEPARTMENT OF THE ARMY 


HUNTSVILLE ARSENAL 


' HUNTSVILLE, ALABAMA 


INDUSTRY, 








CHEMICAL MANUFACTURING, WAREHOUSING 


Industrial Sites, Housing, Farm Lands 


This $60,000,000 Government plant, built for war-time production of chemical 
warfare materials and munitions, consists of 20,000 acres and 350 buildings with 


over 3,000,000 sq. ft. floor area, machinery and equipment. A large portion of 


this plant, including the liquid chlorine and caustic manufacturing facilities, 


is now being operated through leasehold inter 


Expansion and conversion potential includes manufacture and storage of 
chemicals, textiles, food products and frozen foods, plastics, ceramics, confec- 


ests. 


tions, furniture, metal and wood products, synthetic derivatives of sulphur 


monochloride and ethylene, insecticides 
and fertilizers. 

Location ideal. Prime markets. Com- 
plete transportation facilities. Navigable 
access to Mississippi River. Low cost water 
and power supply. Choice industrial sites. 
Adequate housing. Rich farm and grazing 
lands. 

This plant constitutes a part of the Na- 
tional Industrial Reserve and has been 
designated for disposal subject to the Na- 
tional Security Clause. 

Sale will be consummated through 
competitive proposals to purchase Arsenal 
as a whole, or by individual units classi- 
fied as Industrial, Institutional and Agri- 
cultural. For complete information, bro- 
chure and “Invitation for Proposal to 
Purchase” address: 


District Engineer 
MOBILE DISTRICT, SOUTH ATLANTIC DIVISION 





UTILITIES 


ELECTRICITY: TVA. 154,000 volts. Ca- 
pacities: installed 52,500 KVA—generat- 
ing 10,000 KVA. 


WATER: Processed and domestic. 2 
pumping plants, capacity 34,000,000 

g.p.d. 2 reservoirs, capacity 7,000,000 
oo Complete sewage disposal facilities. 


STEAM: 3 industrial steam plants, ca- 
pacity 400,000 Ibs. per hr. Coal han- 
dling and water softening equipment. 
3 modern boiler plants provide heat. 
COMPRESSED AIR: System complete 
with compressors and control equipment. 
RAILROADS: 60 mi. intra-rail system, 
2 classification yards with 7 tracks and 
116-car capacity each. Direct connec- 
tions with Southern and NC &ST.L RR. 
2 roundhouses and scale house. 
DOCKS: Capacity, 8-12 barges. RR and 
road system connections. Complete fa- 
cilities include office and storage build- 
ings. 

AIRPORT: Class “C” designed for 


37,500 Ib. wheel load or 75,000 


gross weight. Asphalt concrete strip, 
“ x 5000’. 


150’ x 














Mobile, Alabama 


Arrangements for inspection and bid forms may be ob- 


tained from the Real Estate Division in the above office. 


CORPS OF ENGINEERS wasiivcroe's.. 


U.S. ARMY 



































Week. 


= 
Reg. U.S. Pat. Off. 


ARGUMENT OVER POUND’S VALUE 


Reported from LONDON 


Dispute over devaluation is out 
in the open, is to produce much 
talk, little action. 

Britain is dead set against 
changing the pound. U.S. wants 
pound devaluation, but probably 
will yield to British views. 

Dollar is to stay put. So are 
most other currencies unless Brit- 
ain devalues. New U.S. aid is not 
in sight. World agencies may 
have to help Europe. 


A showdown is developing between 
U. S. and Britain on the issue of what 
should be done to save the pound 
sterling and other overvalued Euro- 
pean currencies. 

U.S. official position, out in the open 
at last, is that overpriced currencies ought 
to be cut down to size. 

That position finds some backing on 
the European continent, where the pre- 
vailing view is that Britain should set the 
pace in any new currency devaluations. 

British position is that sterling devalu- 
ation holds no real answer to the nation’s 
money problems, that a cut in the price 
of sterling would be only a stopgap meas- 
ure, that strict new controls and non- 
dollar trade deals should be tried first. 

This is the impasse out of which top 
financial men representing U. S., Britain, 
France and other important trading na- 
tions are trying to find a way at a series 
of meetings now in progress in Europe. 

U.S. position, firmer than in the past, 
is being stated by Treasury Secretary 
John W. Snyder. Not all U.S. officials 
agree with his views on devaluation, but 
he is speaking the official policy line. Mr. 
Snyder is touring Europe to argue out 
money problems with such officials as 
the British Chancellor of the Exchequer, 
Sir Stafford Cripps, and the French Fi- 
nance Minister, Maurice Petsche. 

The whole British problem is to be 
considered again at a meeting of Do- 
minion finance ministers, now gathering 
in London. Some sentiment for devalua- 
tion is to be expected at this meeting. 
The Australian Cabinet is reported to be- 
lieve it is inevitable. Canada, like U. S., 
tends to favor devaluation. 

The outcome, when all the argu- 
ment subsides, may be a set of tempo- 
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- - te oa 
-Crawford in Newark Evening News 


‘COMMONWEALTH PUZZLE’ 


rary measures. Permanent solutions, de- 
spite the plain talk now going on about 
Europe’s troubles, are not yet in sight. 

The pound, for the present, probably 
will be kept at an official rate of $4.03 in 
terms of the U.S. dollar. Sir Stafford 
told the House of Commons that the 
British Government has “not the slightest 
intention of devaluing the pound.” Even- 
tually, he may be forced into it. British 
sales to U.S., partly because an over- 
valued currency keeps prices high, are 
slipping. However, few expect Sir Staf- 
ford to change his mind about devalua- 
tion before the British elections, which 
the Government is to call sometime within 
the next year. After the elections, there 
may be action on the pound. 

Other European currencies, in most 
cases, probably will stay at present rates 
until Britain devalues. Most countries, 
including France, dislike the idea of 
acting ahead of Britain. If Britain de- 
values, a string of other devaluations will 
be almost sure to follow—France, Sweden, 
Italy, the Netherlands, Norway, Den- 
mark, Spain, Portugal, perhaps some 
countries outside Europe. Finland al- 
ready has devalued. Sweden, in serious 


trouble, may have to cut the krona 
whether Britain devalues or not. 

Controls probably will tighten, not 
relax. U.S. wants restrictions lifted, but 
is having to back down from that posi- 
tion. Britain is moving toward separate 
trade deals with countries that do not 
require dollars in payment. Idea is to 
insulate herself against the dollar area. 
Sir Stafford has ordered a halt to all new 
dollar expenditures except where there is 
“a clear case of urgent national interest.” 
Australia now is moving to curtail im- 
ports from U.S. Other countries, short 
of dollars, may have to follow suit. Free 
exchange of currencies, one for another, 
a pet idea of U.S., appears a long way 
off. Britain, fearing a new dollar drain, 
is blocking that. 

The dollar is to be kept at its present 
value, $35 to the ounce of gold. One 
French proposal, apparently unofficial, 
was that the U. S. raise the price of gold 
to $55 an ounce, thus devaluing the 
dollar. French idea was that U.S. would 
use the resulting paper profit as a fund 
to backstop other currencies, which would 
be revalued and perhaps made freely 
convertible. Mr. Snyder is not interested 
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Condensed Statement of Condition as of June 30, 1949 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 








ASSETS 


Cash, Gold and Due from Banks............. 

United States Government Obligations. ... 
(Direct or Fully Guaranteed) 

Obligations of Other Federal Agencies. ....... 


State and Municipal Securities. .... i ap ateauaacmie 
Sos, . 5. ke tec vee Uwe eee 
Loans and Siac. Saxe eee ee 
Real Estate Loans anit Bccuritink Bhs. Pane aero 
Customers’ Liability for Acceptances......... 
Stocx in Federal Reserve Bank. Bt MRIS cree eas 
Ownership of International eine Dubber 
tion. MOD oS oes 9a ee 


Richt: Peresnieie: PANIES 5 4. o\e'dchee: 6 CASES des 68% 
NI Eos Vic dais oc ccc Coc veslccececee« 


IRENE. tara alee 6.6 6s 606 0% secccece ee 


LIABILITIES 


Wrenanttes: 0 oics Sees: « ats 


Liability on ‘Aimethinteis ear Bills. $26, 005, 891 
Less: Own Acceptances in Port- 
MOM fectetu..,....... 499,409 


Items in Transit with Branches.............. 


Reserves for: 
Unearned Discount and Other Unearned 
Income. : 
Interest, Taxes, Other Accrued d Expenses, ete. 
PEGI ONG coro okee ces co ve 4 
Capital: <2. 5. ndict Calsmnciessedtde 4 " $124,000,000 
Da ab oad cetade<cstécee. ICR 
Undivided Profits. .......ece0.-. 44,568,623 


Potal.::. 2% ala ama kale ae ee 


(In Dollars Only— Cents Omitted ) 


$1,411,285,601 
1,721,538,249 


22,202,830 
259,724,400 
100,953,439 

1,367,519,727 
2,357,688 
15,988,075 
7,500,000 


7,000,000 
27,283,992 
2,018,473 


*, 945, 372, 474 








$4,579,501 ,332 


16,506,488 
19,307,844 


6,301,862 
24,536,325 
4,650,000 


294,568,623 


$4,945,372, 474 








Figures of Foreign Branches are as of June 25, 1949. 


$298,658,761 of United States Government Obligations and $14,568,443 of 
other assets are deposited to secure $210,822,686 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 





DIRECTORS 


WM. GAGE BRADY, JR. 
Chairman of the Board 


W. RANDOLPH BURGESS 
Chairman of the Executive 
Committee 
HOWARD C. SHEPERD 
President 


. 
SOSTHENES BEHN 
Chairman, International 
Telephone and Telegraph 
Corporation 


CURTIS E. CALDER 
Chairman of the Board, Electric 
Bond and Share Company 

GUY CARY 
Shearman & Sterling & Wright 

EDWARD A: DEEDS 
Chairman of the Board, The 
National Cash Register 
Company 

CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 

L. M. GIANNINI 
President, Bank of America 
National Trust and Savings 
Association 


JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 


JAMES R. HOBBINS 
President, Anaconda Copper 
Mining Company 

AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 

ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 

FREDERICK B. RENTSCHLER 
Chairman, United Aircraft 
Corporation 

GERARD SWOPE 
Honorary President, General 
Electric Company 

REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 
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BURROUGHS ADDING MACHINE CO. 
DETROIT 32, MICHIGAN 





The very first touch will tell you that this 
Burroughs is a smoother, easier-operating machine! 
There’s a compactness to its keyboard ... an 
all-round convenience of arrangement that makes 
a Burroughs fairly run itself! By eliminating waste 
motions, a Burroughs lessens the chance for 
error, increases speed. Get the adding machine 
that operators enjoy using at a price you'll want 
to pay. Call your local Burroughs office today or 
write for folder describing all Burroughs models. 


Burroughs 


























J.P. MORGAN & CO. 


INCORPORATED 
NEW YORK 


Condensed Statement of Condition June 30, 1949 


ASSETS 


State and Municipal Bonds and WNotes....... 
Stock of the Federal Reserve Bank........... 
Other Bonds and Securities (including Shares 

of Morgan Grenfell § Co. Limited and 

Morgan § Cie. Incorporated).............. 
Loans and Bills Purchased. ...........00000. 
Accrued interest, dccounts Receivable, etc... 
ee Ey rr eee eee ee eee 
Liability of Customers on Letters 

of Credit and Acceptances ......seeeees See 


LIABILITIES 
ay a ne $514,344 623.77 
Official Checks Outstanding 23 421,367.16 
Accounts Payable, Reserve for Taxes, etc.... 
Acceptances Outstanding and Letters of 


CPOUE COBM OE 6 Sot savin bi wa ee 3es bia vacant 
OO ET Pe eT Cee eee eT Tee See 
0S I SS OE TO on ee 
PINE TAORES 5 oe 3 scas ob bied se Coawesss oan 


$152,871.613.12 
236,878 7 37.90 
21,463,163.18 
1,200,000.00 


10,757 517.05 
175,259,039.09 
1,814,829.29 
3,000,000.00 


8,215,229.25 
$611,460,128.88 


$537,765,990.93 
5,604,792.11 


8,215,229.25 
20,000 ,000.00 
20,000 000.00 
19 874,116.59 


$611,460,128.88 


United States Government securities carricd at $56,545,099.98 in the above 
statement are pledged to qualify for fiduciary powers, to secure 
public monics as required by law, and for other purposes. 


Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 























Dinance Week 


in devaluing the dollar. Neither is Cop. 
gress, which has final authority on that 
question. 

U. S. aid probably will be on a declin- 
ing scale in years immediately ahead. 
That was the plan when the Marshall 
Plan started in 1948, and Congress, dis- 
appointed over the effect of dollar aid to 
date, is in no mood to vote new pro- 
grams. Mr. Snyder is talking bluntly to 
European officials on that point. 

Help from world agencies will ‘be 
expected, more and more, to take up the 
slack. 

International Bank, by floating bond 
issues in the U.S. market, can raise 
money for big new loans abroad. The 





aie 





SIR STAFFORD CRIPPS 
A tougher phase 


Bank, until now, has been inclined to 
stand aside, leaving European aid pretty 
much to the Marshall Plan. With Mar- 
shall Plan aid running short, however, 
there may be new demands for Bank 
loans. So far, this agency has made 
loans totaling only $650,000,000. It 
could, under its articles of agreement, 
lend as much as $8,000,000,000, al- 
though its loan volume probably will 
never get that high at any one time. 
Britain, for one, never has filed an appli- 
cation for a loan from the International 
Bank. 

International Monetary Fund could be 
tapped for additional dollar credits to 
tide member countries over temporary 
difficulties. That, however, would re- 
quire a relaxation of present rules, which 
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virtually suspend European drawing 
rights for duration of the Marshall Plan. 
Britain has drawn $300,000,000 from 
the Fund. With approval of the execu- 
five directors, she could draw another 
$325,000,000 a year until her total out- 
sanding credit reached the amount of 
her own subscription, $1,300,000,000. 
Denmark could draw $17,000,000 a 
year up to a total of $68,000,000. She 
has drawn $10,000,000 already. 
The Netherlands could draw $68,750,- 
000 a year up to the amount of her 


subscription, $275,000,000. She has 
drawn $75,000,000. 
France is barred, temporarily, from 


any further withdrawals. The Fund dis- 





SECRETARY SNYDER 
A firmer tone 


approved her system of devaluation last 
year, and suspended her drawing rights. 
Many U. S. officials question how much 
more dollar debt European countries can 
handle. This point is raised by a new 
report of the National Advisory Council, 
which oversees U. S. financing programs 
abroad. The Council says a “further 
large mortgage upon future dollar re- 
ceipts” probably would operate as a set- 
back to the recovery program in Europe. 
All in all, prospect is for more delays, 
more temporary measures, probably more 
arguments between U.S. and Britain. 
Basis of the dispute is a disagree- 
ment over how much longer the world 
must wait for the kind of trading arrange- 
ments that were visualized by the men 
who drafted the Bretton Woods Agree- 
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CONDENSED STATEMENT OF CONDITION 
June 30, 1949 


ASSETS 
Cash and Due frome Banks is ors secesctcctees $184,522,556.65 
United States Government Obligations....... 233,613,448.40 
Stock of Federal Reserve Bank..........eeeeees 1,500,000.00 
Other Bonds and Securities. ....ccccccccccccece 3,239,494.91 
LoGiis S00 COOGING. i iu. c che iccccencoccccoess 243,212,226.07 


1,795,032.29 
2,953,408.72 
$670,836,167.04 


Customers’ Liability for Acceptances.......-+++ 


Interest Receivable and Other Assets.........++ 











LIABILITIES 
CBG vuasenceeescccecnaces $15,000,000.00 
SOM eens ice cccectcenoaoes 35,000,000.00 
Undivided Profits............ 16,549,387.19 $66,549,387.19 
OME a Fie iio eCn ha ceveneseneecadiedases 4,847,233.82 
Dividend Payable July 1, 1949.......... iaeseee 600,000.00 
Fn A PLETE TOE LE EEC CLOT EOE a 1,901,263.22 
Accrued Taxes and Other Liabilities....... awees 3,689,251.56 
WIG DOSS 6.5 6 6 db cdiewin s Sideedicd 4 cecceee Guastacta 593,249,031.25 





$670,836,167.04 





United States Government obligations carried at $19,072,302.59 in the above state- 
ment are pled~ed to secure United States Government deposits of $11,772,574.27 
and other public and trust deposits and for other purposes required by law. 


Member Federal Deposit Insurance Corporation 


TRUSTEES 
HORACE HAVEMEYER, Jr. 


President 
The National Sugar Refining Co. 


B. BREWSTER JENNINGS 
President 
Socony- Vacuum Oil Co., Inc. 
J. SPENCER LOVE 
Chairman of the Board 
Burlington Mills Corporation 


MALCOLM P. ALDRICH 

New York | 
GRAHAM H. ANTHONY 

Chairman of the Board 

Colt’s Manufacturing Company 
ARTHUR A. BALLANTINE 

Root, Ballantine, Harlan, 

Bushby & Palmer 
JOHN E. BIERWIRTH 


President ADRIAN M. MASSIE 
ALFRED A. COOK Vice President 
New York 


SETON PORTER 
President, National Distillers 
Products Corporation 
ROBERT C. REAM 
Chairman of the Board 


WILLIAM F. CUTLER 
Vice President 
American Brake Shoe Company 


RALPH S. DAMON 


President 
Transcontinental & Western American Re-Insurance Co. 
Air Inc. —— SAYRE 
J resident 
nee DAVIS, Je. Corn Products Refining Co. 


CHARLES J. STEWART 
Vice President 


VANDERBILT WEBB 
Patterson, Belknap & Webb 


SAMUEL H. FISHER 
Litchfield, Conn. 


WILLIAM HALE HARKNESS 
New York 



















































CONTINENTAL ILLINOIS 


NATIONAL BANK AND TRUST COMPANY 
OF CHICAGO 





Statement of Condition, June 30, 1949 

















RESOURCES 

Cash and Due from Banks............+.-- $ 555,272,474.07 
United States Government Obligations.... 1,154,853,193.28 
Other Bonds and Securities........... aes 77, 328,756.75 
Lonitis gine TeCOURNS. . Nos. esis ecu estes 378,867 ,429.64 
Stock in Federal Reserve Bank........... 4,500,000.00 
Customers’ Liability on Acceptances...... 2,416,726.46 
Income Accrued but Not Collected....... 5,792,311.89 

: SRE RIO 6 ices een oneiseie gusienn ane *\oen 9,750,000.00 
$2,188,780,892.09 

LIABILITIES 

IND 5 sk ss 5s, «6's viedo pW Aisin se sin Wialp's¥ Se $1,987,989,783.66 
PRREIOER 5 5. 5 once SileVewins seas beets 2,416,726.46 
Reserve for Taxes, Interest, and Expenses. . 7,447,539.86 
Reserve for Contingencies............... 18,106,550.79 
Income Collected but Not Earned......... 429,457.56 
aA OBEN |). 5. 5. oot cin 00 osc ce seeiens 60,000,000.00 
RR oo 52 AS! Ccicin Sins Selon 40 ee vapeiny 4 e 90,000,000.00 
SPCR PUES 66.6 6 cassis 5640 bale wee e's 22,390,833.76 
$2,188,780,892.09 








United States Government obligations carried at $180,732,892.54 are pledged to 5 ra public 
and trust deposits and for other purposes as required or permitted by law 


Member Federal Deposit Insurance Corporation 
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ments in 1944, the British loan agree- 
ment with U.S. in 1946 and 1947, and 
the Marshall Plan in 1947 and 1948. 
What U.S. wants is a system of free 
competition in world markets. The idea 
is to sell on the basis of price and quality, 
not on the basis of trade walls or dis- 
crimination. U.S. wants Europe to get 
off the American taxpayer’s back, to 
earn dollars in return for goods. Devalu- 
ation of overpriced currencies is seen as a 
basic step in realizing these aims. In 
the case of Britain, U.S. position is that 
a $4.03 pound keeps an artificia! floor 
under prices of British woolens, «utos, 
whisky and other goods, which jeans 
that Britain is losing U.S. customers. 
This attitude was hinted strong'y by 
the National Advisory Council, ‘hich 
said in its recent report: “It is the Coun- 
cil’s opinion that in some cases the re- 
valuation of currencies may constitute an 
important means of bringing about the 
desired expansion of exports to the dollar 
area which, along with other appropriate 
measures, will contribute to more normal 
methods of. financing after 1952.” 
What Britain wants, for the moment 
at least, is to hold the pound where it is, 


relying on other measures to get herself . 


into a competitive position. One meas- 
ure is a new system of controls and bi- 
lateral trade deals, aimed at making Brit- 
ain less dependent on dollar earnings. 
Sir Stafford also talks of increasing effi- 
ciency of British industry and stepping 
up the productivity of workers. 

As for devaluation, he thinks it might 
do more harm than good. It would in- 
crease the cost of imports. He fears, 
therefore, that devaluation might lead to 
new internal troubles—higher prices, new 
wage demands, perhaps more strikes. 

Also, the British are not yet sure that 
devaluation would produce more dollar 
earnings. A+25 per cent devaluation 
would cut the pound from $4 to $3. Pre- 
sumably, then, British selling prices in 
U.S. could be cut by 25 per cent. A 
British-made suit that now sells for $100 
could be reduced to $75. To break even 
on dollars, Britain would have to sell a 
third more suits. Great Britain questions 
whether that would happen. 


The British also fear that, if their sales: 


to U. S. were to rise sharply, there would 
be complaints from American competitors 
and Congress would increase tariffs to 
hold down imports. 

The upper hand in this argument 
still belongs to the British. U.S. could 
quickly seize the advantage by threat- 
ening to cut off further aid under the 
Marshall Plan, but there is little inclina- 
tion to do that. U.S. officials want to 
avoid an open break with the nation’s 
Atlantic partner. They also want to avoid 
taking the responsibility for a possible 
collapse of the British economy. 
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Trend of American Business 












































24th and N Streets, N.W. 
2 Washington, D. C. 


Signs accumulate that the business setback is not to be very prolonged. 
Metal markets are active again, after months of lagging demand. Lead is 
finding more buyers and prices are firm. Copper demand is sending prices up. 
Textile industry shows some signs of recovery after a sharp slump. 
Furniture demand at the Chicago Furniture Mart encouraged producers. 
Retail trade continues to hold at a relatively high level of sales. 
Fact is that, in the setback to date, consumption appears to be ahead of 
: production in many fields. That's particularly true of cotton, wool and rayon. 
This is a trend that can't continue. Either consumption must drop or production 
y will rise. Prospect now is for a rise in production where cutbacks are worst. 




















; The current recession actually has been a very selective one. It has come 
1 slowly in industry after industry. Outlook now is that, while industries that 
have yet to face an adjustment will slump, others, already adjusted, will rise. 


A look at what has happened to various industries may provide a clue as to 
what is ahead for different groups of industries in the over-all picture. 
t Biggest slump from a year ago has occurred in woolen textiles, down 37 per 
: cent; cotton consumption, down 30 per cent; rayon deliveries, off 3l per cent. 
4 Signs are that these textile industries are rebounding from the bottom. 
; Sharp slump also has occurred in nonferrous metals, down 25 per cent, and 
flour milling, off 25 per cent. Signs point to some recovery in these fields. 
Moderate downturn has resulted in machinery output, off 16 per cent; in 
paper, down 16 per cent; furniture, off 15 per cent; lumber, down 12 per cent; 
and rubber, off 11 per cent. Outlook is for more decline in part of this group. 
A mild adjustment has taken place in chemicals, off 6 per cent; and in oil 
down 4 per cent. Demand for chemical and oil products continues to be high. 
































A few industries are doing as well as or better than a year ago. 

Automobile output is up 4 per cent and still going strong. Demand holds. 
Railroad equipment is up 1.4 per cent, but demand is slackening. 

Meat packing is 8 per cent ahead of a year ago, with demand still strong. 
Cigarette output is up 6 per cent, with no signs of any setback ahead. 
Steel industry was running ahead of last year until very recently. Setback 
| for this key industry is beginning, as steel users work off some inventory. 

It is among these industries that the major adjustments still appear due. 

| But, when autos, steel, freight cars point down, others may be pointing up. 




















Cement industry is in a boom, with output 10 per ceat above a year ago. 

Construction activity explains the high volume of cement output. For the 
first half of 1949, new construction tops the 1948 first half by 4 per cent. 
Value of new construction so far this year is put officially at $8,500,000,000. 

Public-building activity, up 37 per cent, is responsible for the rise. In 
private building the volume is down by a moderate margin--5 per cent. 














Construction of public buildings is showing a very sharp increase. 

School building so far amounts to $393,000,000 against $225,000,000. 

Hospitals this year cost $194,000,000 against $70,000,000 during the first 
six months of 1948. This includes the veterans’ hospital program. 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Highway building amounts to $648,000,000 against $559,000 ,;000-last year. 
Conservation work accounts for $310,000,000, compared with $228;000,000. 
Public building is not likely to slacken in the months ahead. There is a 
heavy and continuing demand for new schools and hospitals, road improvements. 
Housing industry accounts for most of the slack in the private sector of 
the building industry. But housing is to get stimulation by act of Congress. 








With building activity and automobile production at high levels, there is 
not much chance of a severe setback to general business activity. It's almost 
axiomatic that there can be nc bad depression when building and autos flourish. 


Farmers' income is running about 10 per cent behind last year. Cash from 
farm marketings is off 6 per cent from a year ago, but farm expenses are down 
much less. So official estimate is that net income is down 10 per cent. 

Wide variations have taken place in farm earnings. Meat animals bring in 
less money than a year ago. So do dairy products. Cash for corn and cotton is 
up, because of larger marketings or larger offerings under Government loans. 

Wheat is bringing less than last year--lower prices, smaller marketing. 

Outlook is for a further decline in income received by farmers. 

















To get the official forecast of what is in sight for farm prices..... 

Hog prices are expected to hold near present levels this summer, then to 
decline as the record peacetime hog crop is brought to market next autumn. 

Cattle prices, good grade, are not expected to rise much. Lamb stays up. 

Poultry supply is expected to be ample this year, with prices down. 

Milk prices are due for some increase, but less than the seasonal norm. 

Growers are likely to get lower prices for corr and other feed grains as a 
result of bumper crops. Wheat supply for 1949-50 is expected to hit a record 
size. Apples and pears are expected to bring lower prices than last year. Late 
summer prices for fresh vegetables and melons are likely to be under last year. 


‘ 























Basing-point bill, so called, allows more freedom in pricing. Bill, 
however, is unlikely to revive the system of uniform basing points as used by 
steel and cement ‘industries. They still could be outlawed as~-collusion. 

Delivered prices, as against f.o.b. prices, are given the green light. 

Freight absorption becomes legal. A Seller may absorb freight costs in de- 
livering goods to a customer if he acts in good faith to meet competition. 

Price discrimination can't be excused as freight absorption. House added 
an amendment to safeguard Robinson-Patman Act. Senate approves, in principle. 

What the basing-point bill really is aimed at is to clear up confusion re- 
sulting from Supreme Court decisions in the cement and steel-conduit cases. 
Many businessmen interpreted these decisions as sanctioning only f.o.b. prices. 
Congress acted to set their fears at rest, reassure them on pricing methods. 

















Tendency to go to Congress to repeal court decisions may increase. It may 
become more attractive as a result of the recent wave of antitrust actions. The 
railroads got antitrust exemption in the Bulwinkle Act. Now other businessmen 
get some exemption in the basing-point bill. It could become a firm habit. 


Upcoming congressional investigations also will look into antitrust laws. 

O'Mahoney investigations will look into investment sources, money policy, 
low-income groups. Subcommittees already have been named for these studies. 

A broad-scale study of the TNEC type, which Senator O'Mahoney supervised 
before the war, seems to be shaping up. The Senator is an ardent "trust buster." 








"Luxury housing" can get out from under rent control if such apartments are 
converted into more units. These are units now renting above $290 a month. 
To qualify, these dwellings must be in apartments and for single families. 
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We've Been Asked: 


| ABOUT CHANGES IN U.S. BUYING 


Businessmen who sell billions of dol- 
ys’ worth of goods to the Federal Gov- 
enment are to be affected by changes 
that are to take place in buying methods. 

A new agency—the General Services 
Administration—is created to control ci- 
vilian buying for the Government. This 
agency is set up to conform to the plan 
of the Hoover Commission to centralize 
ad make more uniform the system of 
Government purchasing. 

Creation of the GSA is giving rise to 
sme uncertainty among those interested 
in selling to the Government. There are 
questions about possible changes in buy- 
ing procedures, about the need for estab- 
lishing new contacts, about Government 
forms and red tape in the future. 


Main question is this: What really has 

happened to Government buying? 
Broad authority over Government buy- 
ing of civilian supplies, equipment and 
services—but not military supplies—has 
been given to the new General Services 
Administration, GSA gets power to do 
much of the actual buying for other 
agencies. It gets, too, wide authority to 
tell other agencies just how to do the 
buying that they continue to do for 
themselves. 


Does this mean that sellers can look 

for radical changes in U. S. buying? 
Probably, in time. But, for the present, 
the position of the businessman who sells 
to the Government will remain un- 
changed, Until new programs are-worked 
out, the businessman will find all agencies 
and offices and personnel engaged in 
buying for the Government carrying on 
just as they have been. They'll con- 
tinue to buy the same things, and use 
the same forms, the same purchasing 
procedures and the same specifications 
for supplies. 





What about existing contracts? 
They stand as signed, of course. 


Will all Government buying of civil- 
ian goods eventually be done by 
one agency? 

No, certainly not under present law. But 
the Bureau of Federal Supply—the cen- 
tal buying office now transferred from 
the Treasury Department to GSA—will 
do more Government purchasing, espe- 
cially where big-lot purchases can mean 
major savings. In addition, GSA _ gets 
authority to give particular agencies the 
job of buying specific items for two or 
more agencies—in some cases, for most 
of the civilian agencies. Both of these 
steps will allow suppliers to deal with 
one or two agencies instead of dozens. 
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What about buying by other agencies 
than GSA? 

Major changes are scheduled here, too. 
The new housekeeping administration is 
empowered—in fact, ordered—by Con- 
gress to set up uniform methods of pro- 
curement for all civilian agencies. Once 
that is done, the businessman who has 
had to conform to a dozen different sys- 
tems in selling to a dozen agencies will 
find that all Government procurement 
offices operate pretty much alike. Result 
can be that selling to the Government 
will be less trying and considerably more 
profitable. 


Will sellers to Government still have 
thousands of different forms to fill 
out? 

Not if the provision of the law is carried 

out. The General Services Administra- 

tion and the Budget Bureau are ordered 
to make these forms far more uniform 
and simple. 


Will the manufacturer still have to 
meet different specifications for 
every different agency? 

No, not to the same degree, once the 
GSA program is worked out. That agency 
is directed to require other agencies to 
follow more uniform specifications. When 
this is done—and forms and methods are 
made more uniform—then the business- 
man who knows how to deal with one 
agency will find it simpler to deal with 
others, 


Will most contracts continue to be let 
only after competitive bidding? 
The law now makes it much easier for an 
agency to buy through direct negotia- 
tion, instead of through competitive bids. 
GSA, for example, can negotiate pur- 
chases when the aggregate amount in- 
volved is not more than $1,000. So can 
other agencies, when they have been 
ordered by the General Services Admin- 
istration to buy for two or more agencies. 
In other circumstances, the maximum 
for a negotiated order is $500. What 
that means to suppliers is shown by the 
fact that 87 per cent of all Government 
orders are for $100 or less. In addition, 
orders may be negotiated: for supplies 
or services “for which it is impracticable 
to secure competition,” and in other 

specific instances as well. - 


Where does small business come in? 
It’s hard to say now. Congress has 
adopted the policy that “a fair propor- 
tion of the total purchases and contracts 
for supplies and services for the Gov- 
ernment shall be placed with small busi- 
ness concerns.” 





Letters from 








a conscientious 
trustee ... 


His first letter just outlined the prob- 
lem. He was in charge of a small fund 
and “without sacrificing absolute safety 
of principal” wished to realize “maxi- 
mum income” for its elderly beneficiary 
—asked if we’d consider his situation. 


Naturally, we said we’d be glad to 
help, but asked for full details—and 
carefully explained that while “absolute 
safety” was an elusive quality that 
couldn’t exist in any investment, we 
would try to evaluate the degree of risk 
in our recommendations. 


His next letter had all the informa- 
tion we needed .. . enough details for 
our Research Division to carefully ana- 
lyze the estate — send a second reply. 
This one neatly tabulated his various 
holdings in cash, real estate and bonds 
. -. showed they had a current value of 
about $50,000—but were yielding a total 
return of only 1.77%! Research then 
suggested buying seven preferred stocks 
that were expected to yield well over 
4% ... would add much needed bal- 
ance to the portfolio. 


The trustee liked our “detailed com- 
ments and recommendations”, but was 
still conscientious enough to write of res- 
ervations on timing, price fluctuation, 
Treasury interest rates, 


We answered these and his reply came 
quickly . . . said “I am much pleased 
with your comments, which answer all 
my queries’”—included an order to buy 
a number of shares of all the securities 
we suggested. 


Of course, all our correspondence 
doesn’t end that way—we don’t expect 
it to. But it’s still our business to help 
any investor — customer or not — reach 
sound decisions. So our Research Divi- 
sion service is yours for the asking. 


If you’d like to see a sample—the sug- 
gestions we made in our second letter 
to the trustee—we’ll send it to you. But 
better still, why not ask fer a seasoned 
appraisal of your own portfolio—sensi- 
ble suggestions on how to invest any spe- 
cific sum? Just write— 


Department SA-34 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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DONT 
WORRY- (LL 
CALL WABASH! 


To speed your freight to 
or through the center of 
the United States, ship the 
direct way... via Wabash 
-.. serving the Heart of 
America. 


The strategically located Wa- 
bash can “highball” your 
freight with direct-line service 
between East and West — from 
Buffalo to Kansas City. And 
Wabash serves you equally well 
between North and South. 


There’s a Wabash freight rep- 
resentative near you. Just phone 
him for complete details. 


P. A. SPIEGELBERG 
Freight Traffic Manager 
St. Louis 1, Mo. 


WABASH 
a RAILROAD 











.V/ 
Reg. U.S. Pat. O: 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions. 


YOU CAN, as a businessman, now 

get a larger guarantee of dollar re- 
turns from foreign investments under the 
Economic Co-operation Administration 
program. New ECA rulings, following 
statutory changes, allow U. S. firms mak- 
ing new industrial or commercial invest- 
ments in Marshall Plan countries to ob- 
tain guarantees of the convertibility of 
receipts—including profits—into dollars 
during the life of the guarantee up to an 
aggregate of 175 per cent of the sum 
invested. 


* * * 


YOU CANNOT safely offer an in- 

crease in basic wages in lieu of 
overtime pay. The acting administrator 
of the Public Contracts Act rules that the 
fact that a 10 per cent increase in piece 
rates was intended to compensate for 
overtime work under an agreement be- 
tween a Government contractor and a 
union does not make the increase a true 
overtime payment. 


* * * 


YOU CANNOT, as an employer, be 

sure of avoiding responsibility now 
for earlier actions that violated the Wag- 
ner Act. A federal appeals court rules 
that the ,power of the Labor Relations 
Board to reinstaté supervisors found dis- 
criminatorily discharged prior to enact- 
ment of the Taft-Hartley Act was not af- 
fected by passage of that Act. 


* * * 


YOU CAN now ship to any destina- 
tion in the world without validated 
export license a number of additional 
commodities, including leather and 
leather manufactures; naval stores, gums, 
resins; cotton semimanufactures, wool 
manufactures, many others. Office of In- 
ternational Trade also announces revi- 
sions in its project-license procedure. 


* * * 


YOU CANNOT be sure that avoid- 

ance of income tax liability once will 
mean automatic avoidance later, just be- 
cause your position is unchanged. A fed- 
eral appeals court holds that a trust bene- 
ficiary is taxable on income from a trust 
even though in an earlier case involving 
another tax year she was held not tax- 
able. A different theory of taxability is 
presented, and current issues were not 
ruled on in earlier case. 


YOU CAN, as a cofton exporter. 

continue to receive the current ex. 
port subsidy rate of 10 cents per bale. 
U.S. Department of Agriculture an- 
nounces that the subsidy program for cot. 
ton exports is being continued into the 
new fiscal year, and under the old rate. 


* * * 


YOU CAN count on the availability 
of wheat loans and purchase agree- 
ments at a support price averaging $1.95 
a bushel for the 1949 crop. Secretary of 
Agriculture also proclaims a 1950 na- 
tional marketing quota for flue-cured 
tobacco of 1,097,000,000 pounds. 


* * * 


YOU CAN, even though you are not 

a manufacturer, now use registered 
identification numbers in place of the 
required name on stamps, tags and labels 
that must be affixed to articles contain- 
ing or purporting to contain woolen fi- 
ber. Federal Trade Commission, amend- 
ing its regulations under the Wool Pro- 
ducts Labeling Act, extends use of reg- 
istered identification numbers to others 
than manufacturers, and makes other re- 
visions. 


* * * 


YOU CAN, as.a corporate taxpayer, 

file separate income tax returns for 
affiliated companies for fiscal years end- 
ing in 1949, even though you filed a 
consolidated return for fiscal years end- 
ing in 1948. BIR announces this change 
following tax-law changes. 


* * * 


YOU CANNOT, as a trustee in 

bankruptcy, file a federal income 
tax return for a bankrupt person. BIR 
advises that filing bankruptcy proceed- 
ings does not alter an individual's ob- 
ligation to file an income tax return for 
each of his full taxable years. 


* * * 


YOU CAN solicit proxies to repre- 
sent common _ stockholders during 
negotiation and development of a public- 
utility reorganization plan, despite the 
ban imposed on proxy solicitations by 
the Public Utility Holding Company 
Act. A federal appeals court limits the 
ban to general solicitations of consents or 
dissents after Securities and Exchange 
Commission has reported on a plan. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & WorLD 
REPoRT, on written request, will refer interested readers to sources of this basic material. 
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WASHINGTON....LONDON....CAPE TOWN....OTTAWA.... 





>> Immediate impact on U.S. exports because of British postponement of most 
dollar purchases is not expected to be great. However, it lessens chances of a 
reversal in the downtrend in over-all U.S. exports. 

Even if all British purchasing in the U.S. should be shut off for the next 
three months, only about 5 per cent of total U.S. exports would be affected. 

Such drastic action is not possible. Purchase contracts will be honored. 

Long-term implications of Britain's action are much more serious. 

British Government will now try to persuade Empire countries, also, to buy 
just as little as possible in the U.S. The sterling area, as a whole, takes 
almost one sixth of what the U.S. exports. : 

Thus, American exporters face a shrinking market, despite the billions 
Washington has spent to make things go in Britain. 














>> Further belt tightening is now ahead for Britain. This summer a new import 
program will be put together. Probable cutbacks are fairly easy to spot: 

U.S. goods to be affected will include cotton, tobacco, oil products, 
copper, zinc, frozen eggs, fruit juices, dried fruits. 

British stocks of raw:cotton, tobacco and the nonferrous metals are fairly 
sizable, have been increasing lately. Britain can live on her fat for a while, 
as far as those goods are concerned. But Britain can't get along without U.S. 
cotton and tobacco for very long and keep mills going and people smoking. 

Dried fruits, juices and frozen eggs are U.S. surplus items. Britain can 
get along without them, has not been anxious to buy them anyway. 

Gasoline ration probably will be cut down again. Dollar oil products now 
cost Britain more than $500,000,000 a year. As refinery capacity in Britain and 
the Middle East is built up, the British will use more sterling oil. But this 
will take time. Meanwhile, dollar outlays for oil will be cut. 

American movies still are expensive entertainment for the British. Net cost 
to Britain comes to around $40,000,000 a year. Labor Government will want to 
find ways now of cutting down that sum. 








>> Canada, too, will be hit by the dollar crisis in Britain. The British 
Treasury's holdings of Canadian dollars are low. 

British buying of copper, lead and zine from Canadian sources is likely to 
be Sloughed off until consumption goes up and British stocks decline. 

Newsprint and wood-pulp buying in Canada could be cut, if British news- 
papers were reduced in size. Imports of these materials recently have been heavy. 

Bacon, eggs and cheese are to be bought less and less from Canada and more 
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BUSINESS AROUND THE WORLD-- (Continued) 


and more from other Empire and continental sources. 
But wheat will continue to be bought mostly in Canada. British contract 


with Canada has one more year to run. 


>> Cuban sales to Britain are, for the most part, paid for in dollars. 
British stocks of sugar and molasses are large. British outlays for these 
products in Cuba will be small during the remainder of the year. 
Meanwhile, Britain is trying to shift buying of Sugar products as much as 
possible to the British West Indies, Mauritius, other sterling sources. 





>> Exporters in the dollar area are not going to like the coming slump in 
British buying, particularly in view of the business recession. 

Some people in London think this fact gives Britain a bargaining point. 

But Washington discounts the possibility of further special aid, beyond the 
Marshall Plan commitments, at this time. Possible pressure from U.S. cotton or 
tobacco groups, for example, will be up against economy moves in Congress. 

U.S. stockpiling purchases now may be speeded up. If these were concen- 
trated in tin, chrome, rubber, British colonial areas would get more dollars. 











>> Britain may be able to get some help from the Commonwealth nations..... 

This is one of the chief aims of the Commonwealth meeting in London. 

South Africa may be persuaded to ease the dollar shortage of the sterling 
area. To do this, a deal would have to be made. 

Sterling is needed badly by South Africa to pay her bills. 

Gold or dollars are needed by the other British countries. 

Deal might be a sterling credit to South Africa in return for gold. 

This sounds easy but isn't. Monetary reserves are low in South Africa. 
Much of current gold output is needed to pay bills in U.S. Also, South Africa 
would be reluctant to cut down increasing sales of gold for nonmonetary uses at 
fancy prices above $35 an ounce. Thus, leeway for a gold loan is not great. 

Another thing, the South Africans, if they made such a deal, would undoubt- 
edly insist on protection against possible devaluation of the pound. 

Despite difficulties, some such deal may come out of the London meeting. 











>> Canada, too, may be able to help Britain, one way or another..... 

Canadian restrictions on imports perhaps could be eased. 

That would be especially helpful to Britain, but also to the Empire. 

Chances of earning more Canadian dollars then would be better. 

But there's a hitch. Canada can't afford to import more from the U.S. 

Easing of import restrictions across the board would allow more U.S. sales 
in Canada. The U.S. would object to any discriminatory adjustment of curbs. 

Anyway, Canadian policy is wedded to the multilateral-trade pattern. 

Maybe something can be worked out on an emergency basis, with U.S. consent. 

Canadian loan to Britain now. is reduced to $175,000,000. It is being drawn 
down at a rate of about $10,000,000 a month. Speed-up in withdrawals probably 
would be agreeable to Canada. A further loan also is possible. 

Not much immediate help can be expected by Britain from the rest of the 
Commonwealth nations. They will undoubtedly be asked to cut imports from the 
dollar area and buy elsewhere. And Washington will nod assent--reluctantly. 

Shoring up Britain is turning out to be expensive business for the: U.S. 
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INDICATORS OF BUSINESS ACTIVITY 


Business activity, hit by inventory 
liquidation, is now threatened with 
a decline in U.S. exports because 
of reduced U.S. purchases abroad. 

Factory output fell to 169.9 on the 
indicator below in the week ended 
July 2, down 2 per cent from the 
previous week and 16 per cent be- 
low the October peak. 

Steel operations were scheduled at 
61.2 per cent of capacity in the 
week ended July 9 against 79.9 the 
previous week. The decline, the 
largest in two and one-half years, 
was largely, but not entirely, the 
result of the July Fourth holiday. 

Department-store sales dropped to 
274.8 on the indicator from 277.6. 
The June average was 284, down 
3 per cent from May, 8 per cent 
from a year ago. 

Inventories of business, shown in the 
top chart, were slashed to $52,500,- 
000,000 on June 1, down $1,200,- 
000,000 from May 1 and $2,200,- 
000,000 from March 1. The de- 
crease is the biggest on record. 

The dollar value of inventories, as 
the chart shows, is still far above 
the prewar level. That reflects the 
increase in prices and the larger 
physical volume of sales. 

U.S. imports in May recovered only 
a trifle of their recent decline. At a 
rate of $6,473,000,000 a year, they 
were 1 per cent above April, 14 
per cent below last quarter of 1948. 

U.S. purchases of industrial mate- 
rials from the rest of the world 
were cut severely in April. Of the 
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total import decline in April, only 
30 per cent was in finished goods, 
the rest being in crude and semi- 
processed materials. 

U. S. exports fell in May to a rate of 
$12,926,000,000 per year, 6 per 
cent below April. Machinery and 
vehicles, textiles and chemicals 
made up most of the drop. 

A further decline in exports would 

_ be sure to follow any sizable de- 
cline in imports. In the first quarter, 
U.S. exports of goods and services 
were at a rate of about $16,000,- 
000,000 per year. Dollars to pay for 
that come from $6,000,000,000 a 








year of U.S. Government grants 
and loans and $10,000,000,000 of 
U.S. imports. Grants and loans are 
likely to be a bit smaller next year. 

Gold and dollar reserves of other 
countries are not likely to support 
U. S. sales abroad. Britain has acted 
to curb purchases of U.S. goods 
following a big drop in her gold 
and dollar reserves. Gold and dol- 
lars of the world, outside of the 
U.S. and Russia, had fallen to 
$14,900,000,000 early this year. 

The export surplus of the U.S. is 
likely to be maintained at a high 
rate in the coming. year by con- 
tinued U.S. Government grants 
and loans. Any further drop in im- 
ports, however, would reduce ex- 
ports also, maintaining the export 
surplus at a lower level of total 
trade. Net effect would be depress- 
ing to U.S. activity. 

Signs of improvement in a few in- 
dustries, however, suggest that 
some adjustments are about com- 
pleted. 

Nonferrous-metal demand is reviv- 
ing. Copper rose a cent a pound 
on July 6. Lead shipments rose in 
June. Demand for zinc is better. 

Paperboard output rose in June to 
the best rate since February. 

The spiraling effect of inventory cuts 
can now be seen in the reduction 
of factory output and imports. As 
adjustments in prices and inven- 
tories are completed, renewal of 
forward buying will support busi- 
ness activity. 
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WHAT THE ATLANTIC PACT MEANS 


AN ADDRESS IN THE U. S. SENATE BY ARTHUR H. VANDENBERG 





EDITOR’S NOTE: Senator Arthur H. Vanden- 
berg, of Michigan, Republican leader on issues 
of world policy, has just explained in a historic 
address to the Senate and the American people 
exactly what it is that they are committed to in 
the North Atlantic Treaty. 

From this address the reader can get an under- 
standing of the Treaty, the changes it makes in 
fundamental policies that run back to the early 





tee 


days of the republic, and the obligations for the 
future. 

U. S. News & World Report is printing the 
Vandenberg address in full text as an extra serv- 
ice to its readers. We believe that, aside from the 
official proceedings of Congress, the full text of 
this address of great national importance has not 
yet been published elsewhere. Italics in the text 
are those of Senator Vandenberg. 








Mr. President: 

I present to the Senate my urgent reasons for sup- 
porting the pending North Atlantic Treaty. I believe 
it is the best available implement to discourage 
armed aggression and thus to stop another war be- 
fore it starts. 

I recognize there are conscientious differences of 
opinion on this subject in Congress and the country. 
Eliminating some self-serving opposition which is 
clearly inspired by alien influence, I have the greatest 
respect for the earnest questions that have been 
raised, in and out of Congress, by loyal citizens whom 
I do not for an instant confuse with these other op- 
ponents to whom I have referred. They perform a 
public service by putting this Treaty to the test. In 
such circumstance, the Treaty must justify itself. 
I know it can. 

Therefore, Mr. President, I shall strive for utmost 
frankness in my analysis of these issues. The Treaty’s 
final authority depends upon the extent of our in- 
tellectual conviction that this philosophy of collec- 
tive action is wise and sound and right. With the 
indulgence of my colleagues, I shall seek to explore 
the total subject, pro and con. 


Backing for Ratification 


For the sake of continuity, I ask to present my 
preliminary statement without interruption. There- 
after I shall submit to questions. I shall welcome 
them for the same reason that I have welcomed the 
exhaustive hearings of the Senate Foreign Relations 
Committee. With open minds we must search the 
truth. There is no monopoly of truth on either side. 
But in the unanimous opinion of the Senate Foreign 
Relations Committee, preponderant reason and logic 
recommend that the Treaty shall be ratified. I dare 
to hope that the Senate’s action similarly shall be by 


such an eloquent margin that the Treaty shall be 
given maximum impetus and clothed with maximum 
moral authority in behalf of peace. 

No one can say he knows the answer to the peace 
conundrum which plagues this world. As one witness 
before our Committee rightly said: “We live in 
unsatisfactory times and must make unsatisfactory 
choices.” Peace is in flux. We are denied the luxury 
of perfecting our own righteous designs because, while 
one nation can make war, it takes two or more to 
plan and keep the peace. I do not know that I am 
right. But at least I know, as a result of our Com- 
mittee hearings, that my convictions seem to be sup- 
ported by a great majority of the organized citizen- 
ship of the country as expressed by spokesmen for 
most of our groups in every field of life. 


‘Most Sensible and Economical Step’ 


My view is that this Treaty is the most sensible, 
powerful, practicable and economical step the United 
States can now take in the realistic interest of its own 
security; in the effective discouragement of aggres- 
sive conquest which would touch off World War III; 
in the stabilization of Western Germany; and, as 
declared by its own Preamble, in peacefully safe- 
guarding the freedoms and the civilization founded 
on the principles of democracy, individual liberty 
and the rule of law. These things, Mr. President, | 
shall undertake to prove. 

Only those without eyes to see and ears to heat 
can deny that these precious values—far dearer than 
life itself—are in jeopardy in today’s tortured world. 
It is the overriding fact of life. Sooner or later every 
other problem is overshadowed by it. It is a condi- 
tion, not a theory. It must be met as such. That i 
what this pending Treaty undertakes to do. 

This jeopardy does not stem from us. On the con- 
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jeaty viewed as a warning that 300,000,000 people will never allow an aggressor to 


livide and conquer them—No handicap seen to other peace efforts—lIt is 


mesented as a logical step in the tradition of U.S. policy 


yary, the greatest tribute ever paid to the good faith 
¢ any government is the shining fact that, though 
we are the sole custodians of atomic bombs, no na- 
fons anywhere on earth this afternoon, including 
the Soviet group which so violently libels our motives, 
has the slightest fear that the United States of Amer- 
ica will misuse its present lethal monopoly. They all 
know they are safe unless and until they strike first. 
So patent is this fact that I am at a loss to under- 
stand how some of our own citizens—God save the 
matk!—can join the war-mongering charges that are 
made against us by those who nourish futile dreams 
of our destruction. , 

The jeopardy to which I have referred does not 
stem from us. It does not stem from those overwhelm- 
ing majorities of peace-living states which constantly 
make common cause with us on the roll calls in the 
General Assembly of the United Nations. It does not 
stem from the North Atlantic community where 
western civilization was cradled and where its sur- 
vival is at stake. No, Mr. President, it stems from 
embattled, greedy communism abroad and at home; 
from open conspiracies which have frankly sought to 
wreck the brave self help and mutual aid which would 
restore independent peoples to their heritage, with 
our American co-operation; from kindred saboteurs 
in the United Nations; from those who have repelled 
and thwarted our American designs and aspirations 
for a “live and let live” world. ' 

I repeat. The jeopardy does not stem from us. But 
it inevitably involves us. Indeed, we are its heart 
and core. It is aimed ultimately at us. We cannot 
tun away from it. There it is, Pact or no Pact. Every 
vigilant American knows this is true. We are the final 
target, though other independent peoples are in 
nearer jeopardy. We may argue ourselves out of rati- 
fying the Pact. But we cannot thereby argue ourselves 
out of the jeopardy which the Pact seeks to minimize. 


An Invincible Union 


Is it not elementary common sense for those who 
share this jeopardy also to share vigilance against 
it? That is what this Treaty does. It reduces the 
jeopardy by anticipating it. It reduces the jeopardy 
by sharing it. Indeed, it may well extinguish the 
jeopardy—and I believe it will—by the clear demon- 
stration that this united self-defense against aggres- 
sion will be invincible. Upon two previous occasions 
the Kaiser and the Fuehrer found this out the hard 
way. This Treaty ought to make a renewal of the 
lesson, in blood and sweat and tears, unnecessary. 
Certainly it is worth the chance. 


We must undertake to mitigate this jeopardy by 
every possible, pacific means. This Treaty is not a 
substitute for other major efforts to push back the 
shadows of war and to integrate what I shall re- 
peatedly describe as a “live and let live world.” With 
firm patience these efforts must continue in the 
United Nations. With complete good faith they must 
continue at the council tables in Paris and elsewhere, 
regardless of discouragements. They must never sur- 
render to the hopeless defeatism which presumes that 
war is inevitable. Rather, they must presume that 
peace is inevitable, sooner or later, if we persist in 
trailing it. But they must never fail to recognize that 
appeasement is surrender on the installment plan. 


Blocking Only Aggression 


There is no hypothesis of honorable peace into 
which the North Atlantic Treaty does not fit. It 
stands in the way of nothing but armed aggression 
and nobody but armed aggressors. It cannot possibly 
handicap any successful peace efforts in other direc- 
tions. It can only supplement and strengthen them— 
always and forever a reserve reliance and nothing 
else—always and forever subordinate to the happy 
evolution of dependable progress in the United Na- 
tions, in the Councils of Foreign Ministers, and in 
the friendlier habits of presently dangerous neighbors. 

It is anxiously said by some, Mr. President, that 
the Treaty is a sharp departure from our historic 
American foreign policy of nonentanglement in the 
affairs of others. In a sense this may be true. In an- 
other sense it is not. We might remember that the 
philosophy of action upon which this Treaty is based 
is one of the reasons for the formation of our own 
Federal Union as asserted in the Federalist Papers— 
namely, to make it possible “to apply the resources 
and power of the whole to the defense of any par- 
ticular part.” We might remember that our own 
Monroe Doctrine was the pioneer in the preventive 
doctrine of warning aggressors to “keep off the grass.” 
We might remember that it worked. We might re- 
member World War I and World War II. We might 
remember our membership in the United Nations 
where we pledge ourselves to collective security no 
less emphatically than we do in the pending Pact. 

We might also remember, Mr. President, that times 
have changed. Once upon a time the oceans were 
moats around our bastions. Once upon a time it was 
a miracle to travel round the world in 90 days. Now 
it is done in as many hours. We might compare old- 
fashioned muskets with new-fashioned bombs. Once 


(Continued on page 58) 
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upon a time we were a comfortably isolated land. 
Now we are unavoidably the leader and the reliance 
of free men throughout this free world. We cannot 
escape from our prestige nor from its hazard. 

I shall have more to say about these phases a little 
later. At the moment I simply identify the funda- 
mental challenge. Theodore Roosevelt saw it coming 
half a century ago. I can do no better than to bring 
his prescient admonition down to date. Said he: 

“My countrymen, I believe in you with all my 

heart. I am proud it has been granted me to be a 

citizen in a nation of such glorious opportunities. 

We have no choice, we people of the United 

States, as to whether we shall play a great part 

in the world. That has been determined for us by 

fate, by the march of events. We Have to play 
that part. All that we can decide is whether we 

shall play it well or ill.” 


Our Great Role in the World 


I submit to my countrymen that these words were 
written for the ages. Never did they more accurately 
define reality—never did they more vividly point 
the goal—than they do this afternoon. Much as we 
might crave the easier way of lesser responsibility, 
we are denied the privilege. We cannot turn back the 
clock. We cannot sail by the old and easier charts. 
That has been determined for us by the march of 
events. We have no choice as to whether we shall 
play a great part in the world. We have to play that 
part. We have to play it in sheer defense of our own 
self-interest. All that we can decide is whether we 
shall play it well or ill. 

We played it well in the military climax of World 
War I. We played it well in the defeat of our enemies 
in World War II. We played it ill at Yalta. We played 
it not so well at Potsdam. We played it ill in China. 
We played it well at Chapultepec, at San Francisco’s 
Golden Gate, and at Rio. We played it well in Berlin. 
Or intrepid eagles wrote incalculable prestige for us 
across those treacherous skies. We have played it so 
well in the co-operative rejuvenation of Western 
Europe that the momentum of confidence and peace 
is in formidable stride. 

This is no time to halt this trend. This is the hour 
of hours to continue to “play it well.” In my deepest 
conviction that is exactly what the pending North 
Atlantic Pact will do. 


Obligations After Two Wars 


Now, Mr. President, before we examine the Treaty 
itself, let us see how and why it is here. At the end of 
two world wars, neither of which we entered volun- 
tarily, we found ourselves unavoidably burdened with 
obligations to help administer the victory and the 
pursuit of peace. Those obligations still persist, and 
so do their unliquidated tasks. 

We also found ourselves in the heart and center of 


a foreshortened world. This was—and is—as plain as 
that two and two makes four. The flight of a guided 
missile, the chain reaction of an atomic bomb, the 
range of an air pirate, these are hazards which re- 
duce international boundaries to the impotence of 
pencil marks on tissue paper. There is no longer 
such a thing as isolated security. 

Like the practical people that we are, we faced 
these facts of life. We did it not in the glow of global 
evangelism but on the cold, hard basis of intelligent 
self-interest. We sought to make ourselves safe in a 
world of peace and justice. Long before the shooting 
stopped, we made preliminary soundings at Dum- 
barton Oaks to find a working basis upon which to 
seek co-operation for international peace and security. 
This led eventually to San Francisco and the United 
Nations Charter. It was not an ideal Charter—thanks 
to limitations inherited from Yalta, and to clashing 
ideologies which began to display their incompatibili- 
ties before the ink on the Charter was even dry. But 
it was a hopeful Charter—frankly requiring a com- 
mon will and a mutual faith among the great powers, 
one of which promptly began its long, reckless and 
relentless destruction of this unity. It was a Charter 
to which the American people overwhelmingly sub- 
scribed—as reflected in the Senate’s ratification on 
July 28, 1945 by a vote of 89 to 2. I hasten to add, 
Mr. President, that it is still a hopeful Charter despite 
all Soviet “roadblocks.” It has done probably much 
for peace. I hesitate to think where the world would 
be today if its council table had not been available to 
talk things out, no matter how inconclusively, rather 
than to shoot them out. 


Right of Self-Defense 


Now, Mr. President, in the process of forging the 
United Nations at the Golden Gate, it speedily be- 
came evident that the Regional Arrangements, initial- 
ly proposed, textually offered special latitudes df 
security to our European allies which were denied to 
others of us and particularly to Pan America. The 
former were permitted their own summary enforce. 
ment action “in regional arrangements directed 
against renewal of aggressive policy” on the part of 
any of the Axis states. But the Americas, in their re- 
gional arrangements, were entirely at the mercy od 
the Security Council (with its “veto”) in the event of 
trouble under the “Act of Chapultepec” which pro 
posed, once for all, to establish the essence of tht 
“Monroe Doctrine” as a mutual partnership. 


To make a long story short, Latin America rebelle¢ 
—and so did we. If the omission had not been recti- 
fied, there would have been no Charter. It was rec: 
tified, finally, after infinite travail, by agreement upor 


Article 51 of the Charter. Nothing in the Charter is 0 
great immediate importance or of equal potential im 
portance. 

It recognizes the inherent right of individual or col 
lective self-defense if an armed attack occurs agains 
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: ,nember of the United Nations, until the Security 
ain as ¢uncil has taken the measures necessary to maintain 
Zuided jemational peace and security. Note well that lan- 
b, the Jie, The right of individual or collective self-de- 





ch re- jase is specifically acknowledged, in the event of 
ice of ymed attack, as an inherent and paramount right 
longer stich goes with sovereignty and which continues un- 
ts and until the United Nations Security Council 
faced ‘ys taken the measures necessary to maintain inter- 
elobal ytional peace and security.” 
lligent 
e in a 
ooting What No Veto Can Block 
oy: The Security Council may be paralyzed by a veto 
oe (as it has been in the past by 30 Soviet vetoes); but 
“urity, ‘ wet ts 
Jnited under Article 51 no veto can paralyze individual or 
hanks collective self-defense against armed attack. It fol- 
shia lows, as day follows night, that regional or other col- 
cine lective arrangements can be made by congenial 
But sations—strictly within the framework of the Charter 
com. Ir? oreanize “collective self-defense” against an un- 
eli happy and unwanted day of crisis. 
ae. d That, Mr. President, is precisely what we did, 
| mong other things, for the Western Hemisphere 
narter : : 
el yhen we wrote the Inter-American Treaty of Recip- 
a ocal Assistance at Rio de Janeiro on Sept. 2, 1947, 
ye which the Senate of the United States ratified on Dec. 
.,. 98,1947, by a vote of 72 to 1. We thus established well- 
ecspigaea. .° . a 
al sigh invincible security for our new world. 
voull Again, Mr. President, that is what we were talking 
ble about in a larger sphere when on June 11, 1948, the 
ather Senate by a vote of 64 to 4, advised the President that 
he should pursue “association of the United States, 
by constitutional process, with such regional and 
other collective arrangements as are based on con- 
tinuous and effective self-help and mutual aid, and as 
g the affects its national security” and contribution “to the 
y be maintenance of peace by making clear its determina- 
‘itial $e" to exercise the right of individual or collective 
a self-defense under Article 51 should any armed at- 
lack occur affecting its national security.” If we did 
ed to : ? : : ; 
The not have something like the pending Pact in mind, 
' what did we have in mind? 
orce: 
ected 
rt of Steps to the Treaty 
e "I This all now comes to climax, Mr. President, in the 
“a pending North Atlantic Treaty. It is a series of logical 


proj progressions. We wrote “collective self-defense” into 
e thepee United Nations Charter at San Francisco. We ap- 
plied it to Pan America at Rio. We advised the Presi- 
lent, in Senate Resolution 239 of the 80th Congress, 


elled ; p 
0 explore these peace potentials in a wider area. He 


“a ook our advice. The pending Treaty to protect the 

upof orth Atlantic community is the result. 

ial The result, in my opinion, is the greatest discour- 

1 in agement to war which we have yet devised. In my 
pinion it makes the United Nations Charter work 

a Hespite the Charter’s crippling handicaps. In my 

sind’ bpinion it points the way to make the Charter work 





a : 
~Harris & Ewing 


SENATOR VANDENBERG 


for keeps regardless of continuing subversion by a 
Communist minority. It has no aim but peace. No 
nation on this earth need lose so much as one night’s 
sleep over its purposes or its ultimate impact unless 
that nation plans voluntarily to identify itself as an 
international criminal by armed aggression against its 
peace-loving neighbors. But if such there be, here is 
the warrant for its doom. 

I have referred to Senate Resolution 239 passed just 
one year ago by a vote of 64 to 4. I have said that it 
asked for this North Atlantic Pact. That is my opin- 
ion in respect to the sequence. But I hasten to repeat 
what I said one year ago. Every Senator is free to 
judge the sequence for himself. In good faith I said 
then to my colleagues that they could vote for Senate 
Resolution 239 without any commitment, moral or 


(Continued on page 60) 
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otherwise, to any particular implementation which 
might subsequently be submitted to their judgments. 
In good faith I repeat it now. I shall never ask any 
Senator to vote for the North Atlantic Pact because 
he voted for Senate Resolution 239. But I shall urge 
all Senators prayerfully to consider whether this sort 
of sequence is not the objective we then envisioned. 
Without regard to sequence, I shall urge that this is 
“tops” in practical pacifism for western civilization in 
general and for our own United States of America 
in particular. 


The Problem of Germany 


The Treaty is here for another reason. We have not 
finished World War II until the German problem is 
settled. There can be neither peace nor economic 
stability in Western Europe until the German prob- 
lem is liquidated. There can be no release for us from 
our own burdensome occupational responsibilities in 
Western Germany until free and self-sufficient gov- 
ernment is re-established in these areas. This means, 
on the one hand, that the Germans must have a rea- 
sonable and hopeful opportunity to build a sound 
and healthy economy for themselves and to resume 
their place in the family of nations. But it requires, 
on the other hand, that this recovery shall not restore 
the aggressive, military potential which, twice in our 
lives, has plunged the world in war. 

This time there must be no mistakes upon this 
‘score. Germany’s immediate neighbors cannot be 
blamed for special solicitude in this respect. They 
cannot be blamed for insisting that German recovery 
must be subordinate to these protections. To meet 
this elementary need, we offered our allies, including 
the Soviets, a 40-year treaty of support in the event 
of Axis resurgence. The Soviets spurned the proposal. 
I assume it is still open to them. In lieu thereof, we 
have now signed this pending 20-year Pact with our 
Western allies. For them and us it accomplishes, 
among other things, the same result. It would apply 
just as promptly and effectively to a German ag- 
gressor as it does to a Communist aggressor. But by 
the same token it also is a powerful and well-nigh in- 
dispensable aid to maximum German recovery—and 
therefore to European recovery—because it permits 
greater recovery latitudes than Germany’s_ twice- 
ravished neighbors would otherwise tolerate. 

Let me summarize the Pact in a few simple sen- 
tences. 

This is a peace agreement between 12 independent 
nations and 300,000,000 people who assert their pur- 
pose “to safeguard the freedom, common heritage 
and civilization of their peoples, founded on the prin- 
ciples of democracy, individual liberty and the rule 
of law.” They reaffirm their faith in the purposes and 
principles of the United Nations and their desire to 
live in peace with all peoples and all governments.” 

These 12 nations are Belgium, Canada, Denmark, 
France, Iceland, Italy, Luxembourg, Netherlands, 








Norway, Portugal, United Kingdom and the Uniteg 
States. What is their contract? 

1. They covenant to settle any international dis. Th 
putes in which they may be involved by peacefyj § ctr 
means in such a manner that international peace ang § which 
security and justice are not endangered. aid W 

2. They agree to co-operate toward better interna. § it sta 
tional understandings to eliminate conflict and to en. & infini 
courage collaboration. great 

3. They agree, separately and jointly, by means of  icans 
continuous and effective self-help and mutual aid, to § tempt 
maintain and develop their individual anc collective J hyste 
potentials to resist armed attack. shall 

4. They agree to consult together whenever the ter. § of on 
ritorial integrity, political independence or security of | stand 
any one of them is threatened. Iw 

5. They agree that “an armed attack against one § that t 
or more of them in Europe or North America shall be J “milit 
considered an armed attack against them all: and § and tl 
consequently they agree that, if such an armed attack § natior 
occurs, each of them . . . will assist the party or par- | both, 
ties so attacked by taking forthwith, individually and 
in concert with the other parties, such action as each 
deems necessary, including the use of armed force, to 
restore and maintain the security of the North At-— Per 
lantic area.” Such measures shall cease when the Se- f “milit 
curity Council of the United Nations takes competent f Perha 
jurisdiction. doctri 

6. They agree to establish an advisory council,§ was fi 
upon which each of them shall be represented, to con-§ hallov 
sider implementation of the Treaty. The council has§f ance < 
no power of action. Its power is solely to recommend.ff apart. 

7. They provide that the Treaty shall be ratified§ threat 
and its provisions carried out by the parties in ac-f4 very 
cordance with their respective constitutional proc-§ ¢lysivi 
esses. I emphasize the fact that this qualifying phrase§f for co; 
refers not only to the process of ratification but to the this tt 


























process of implementation. Let 
the H 
Subject to Revision in 10 Years will re 
soluble 
The Treaty is subject to revision in 10 years and Jow co 
to denouncement in 20 years. Its geographical juris places 
diction is confined to Europe, North America, th® [It w 
French metropolitan areas of Algeria, and island and in 
north of the Tropic of Cancer. less of 
It is thus short, plain and simple. It involves som the sy; 
debatable implications to which I shall give subs ajjianc 
quent attention. But the controlling theme is as conf aggres, 
cise and straightforward as my summary indicate for do, 
It is purely a self-defensive compact which serv Can 
advance notice upon any aggressor that 300,000,008 the n, 
people in the North Atlantic community propotg jp pea 
neither to appease nor surrender to aggression again against 
the “rich heritage of the Western World,” as one abi voig o 
analyst has put it;—that “brilliant civilization basq§ i, 54. 
on Greek humanism, Roman legal thinking, Christia§ of 4}. 
ethics, and the great common experience of the Ret§ geaysis 
aissance, all binding us together in a peace-loving yo, , 
community of free thought and free endeavor” whi that p 
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ge mean to uphold and, if it should be necessary to 
defend. 


There is not one aggressive syllable in the entire 


United 





a ntract. There is nothing but peace in the aspirations 
ce and fg which give it being and in the self-help and mutual 

sid which give it life. It is not built to stop a war after 
iterna. | itstarts—although its potentialities in this regard are 
to en. | infinite. It is built to stop wars before they start. With 

geatest respect for the counter views of sincere Amer- 
pans of | icans who argue otherwise—but with complete con- 


aid, to tempt for the hostile, self-serving, self-confessing 


lective | hysteria against it by communism everywhere—I 

shall urge the Senate that this is the logical evolution 
he ter. § of one of our greatest American idioms, “United we 
rity of § stand, divided we fall.” 

I want to come back, Mr. President, to the charge 
ist one § that this North Atlantic Pact is a repetition of the old 
hall be § “military alliances” as menacingly known to history, 
ll: and § and that it thus flies in the face of all our own precious 


attack § national tradition. I submit one exhibit bearing upon 
or par- | both, and answering both. 


lly and 

whey Not a ‘Holy Alliance’ 

rce, to 

th At-§ Perhaps the most significant of all the old, orthodox 


the Se- f “military alliances” was the Holy Alliance of 1815. 
rpetent f Perhaps the most significant of all our own American 
doctrines was the Monroe Doctrine of 1823, which 
ouncil,f was first announced to the world within these very 
to con-§ hallowed walls where we now meet. The Holy Alli- 
cil has§ ance and the Monroe Doctrine were just eight years 
imend.§ apart. The latter was substantially stimulated by the 
ratified § threats to America inherent in the former. I think by 
in a-fa very brief analysis of the two I can indicate con- 
_ proc-B clusively why there is not a scintilla of jusiification 
phrase§ for confusing the thing we are here asked to do with 
to thef this thing of ancient menace. 

Let me read one telltale, controlling sentence from 
the Holy Alliance: “the three contracting monarchs 
will remain united by the bonds of a true and indis- 
soluble fraternity, and, considering each other cs fel- 
low countrymen, they will on all occasions and in all 
places lend each other aid and assistance.” 

It was a contract for weal or woe—on all occasions 
and in all places—regardless of provocations—regard- 
less of right or wrong—to stand and fight together for 
the survival of these monarchies. It was a self-serving 
alliance against the world. It was both defensive and 
aggressive. It was a contract not only for survival but 
for domination. 

Can you find any remote semblance of a parallel in 
the North Atlantic Treaty which is dedicated solely 
to peace; which applies solely to mutual resistance 
against an aggressor’s armed attack; which is de- 
void of a single imperialistic obligation; and which 
i$ instantly null and void when the conscience 
of the world is prepared to function through the 
Security Council of the United Nations? This is 
not a military alliance in the historical meaning of 
that phrase. 








Then let me read, on the other hand, two sentences 
from the Monroe Doctrine: 


“We owe it to candor—” 

And that is the important phrase, first heard, first 
given to the world, right where we now sit— 

“We owe it to candor—” 

And when that phrase was used it was simply the 
forerunner of what we now mean when we so often 
indicate that in conducting the public foreign policy 
of the United States the Government should say what 
it means and mean what it says. 


Lesson From Monroe Doctrine 


“We owe it to candor and to the amicable relations 
existing between the United States and those powers 
(referring to contemplated American colonization by 
European powers) to declare that we should consider 
any attempt on their part to extend their system to 
any portion of this Hemisphere as dangerous to our 
peace and security . . . With the governments who 
have declared their independence and maintained it, 
and whose independence we have, on great consider- 
ation and on just principles, acknowledged, we could 
not view any interposition for the purpose of oppress- 
ing them, or controlling in any other manner their 
destiny ...in any other light than as the manifestation 
of anunfriendly disposition toward the United States.” 

Just what were we thus doing on our own respon- 
sibility back in those swaddling days of the republic, 
Mr. President? In net effect were we not doing 
exactly what we propose, on a multilateral basis, to 
do today? Were we not frankly warning potential 
aggressors in advance that if they aggressed they 
would have to cope with us? Were we not choosing 
the lesser of calculated risks? Were we not expecting 
that the warning of the consequences of an aggression 
would save us from the unavoidable necessity of stop- 
ping the aggression if it occurred? In familiar idiom, 
I repeat, were we not saying—‘keep off the grass’’? 


Traffic Signs Without Police 


An even. better idiom was offered to the Senate yes- 
terday in the able address by my distinguished friend, 
the Senator from Texas [Mr. Connally], when he 
phrased it as an analogy with the traffic warning, Do 
Not Enter. The traffic warning, Do Not Enter, stands 
upon 10,000 corners of this land. There is not a police- 
man standing by the sign anywhere, but the sign 
usually is effective. There has to be a reasonable ¢con- 
stabulary in the background. But the sign carries its 
own power. 

Mr. President, that warning worked—to the glory 
of the republic and to the everlasting promotion of 
righteous peace. With only incidental lapse, it pro- 
tected the new world through practically a century 
of peace. It spoke with “candor.” It said what it 
meant. It meant what it said. It prevented trouble by 
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frankly pointing out the price of trouble. No aggres- 
sor was willing to pay the price. It did not rely on 
armed forces in being deployed throughout the far- 
flung area which it sought to immunize against ag- 
gression. It relied upon something infinitely more 
powerful and more impressive. It relied upon the 
assurance of any potential aggressor that he would 
face odds calculated to cost him any chance of vic- 
tory. It did not precipitate war. It “precipitated” and 
maintained independent peace. 


Avoiding ‘Decades of Inexpressible Grief’ 


Mr. President, the North Atlantic Pact may be a 
literal departure from orthodox American diplomacy 
although George Washington’s justly revered fare- 
well address visualized “temporary alliances” for 
“extraordinary emergencies’—and I do not know 
how any emergency could be more extraordinary 
than our dire need to stop total atomic war before it 
starts again, and I think a Treaty which is subject 
to review in 10 years is relatively temporary com- 
pared with the decades of inexpressible grief which 
the failure of peace would grind into our broken 
lives. But I deny that the Treaty is a departure from 
a philosophy of preventive action against aggression 
which was bravely and wisely and_ successfully 
launched by our prescient forebears 126 years ago in 
Washington, D. C. I deny that it has any kinship 
with “military alliances” as they were known in the 
old and ominous sense. I assert, on the basis of our 
own American experience with “candor” under the 
Monroe Doctrine that it is more calculated to encour- 
age peace and to prevent the insane events which 
would make peace impossible, Pact or no Pact, than 
any other recourse which we could presently embrace. 

I know, Mr. President, there are many friends of 
this great peace adventure who. are inclined to put 
their overriding emphasis upon the subsequent physi- 
cal implementation of the Pact. There are those who 
count it disingenuous to take any other view. 


Not by Arms Alone 


I do not agree. Frankly, I should have much less 
interest in this Treaty if I thought its repressive in- 
fluence for peace is measured by or dependent on any 
such implementation. It is not the military forces in 
being which measure the impact of this “knockout” 
admonition. In my view its invincible power for 
peace is the awesome fact that any aggressor upon 
the North Atlantic community knows in advance 
that from the very moment he launches his conquest 
he will forthwith face whatever cumulative opposi- 
tion these united allies in their own wisdom deem 
necessary to beat him to his knees and to restore 
peace and security. 

It is not the military forces in being which measure 
the impact of this “knockout” admonition, impor- 
tant though they are. It is the potential which counts, 


ec 
and any armed aggressor knows that he forthwith an 
faces this potential from the moment he attacks, It js Pact 
this total concept which, in my view, would give even ment 
a reincarnated Hitler pause. or of 


Let me not be misunderstood. I accept the philoso- mt 


phy of Article Three for myself. I simply insist upon  mant 
the proper context. We are not launching a vast arms J of th 
race. Quite the contrary—we largely depend upon Is 
potentials. merit 

Article Three is elementary common sense in that §  pever 


the parties to this Treaty propose, separately and § free | 
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jointly, by means of continuous self-help and mutual § such 
aid, to develop their individual and collective poten- Mu 
tials to resist armed attack. It is common sense to put J cle F 
these common interests in gear in the exercise of com- | to su 
mon vigilance. The better they are integrated the less J Artic! 
the need for their expansion and the less likelihood of J be co 
their subsequent use. auton 
What is proposed under Article Three for the next § cordit 
year? I do not know except by general information, ] and i 
that we may be asked’ for something like one billion } as we 
dollars of arms aid to supplement six or seven billions } force, 
which our associated nations have already provided § North 
in their own budgets. The immediate objective is sub- § and t 
stantially to make existing forces more efficient—to § mitm« 
standardize rather than to expand. “inclu 
cates 
Not Aggressive or Competitive there 
By no stretch of the imagination can such a pro- 
spectus be deemed aggressive. Nor can it be deemed 
competitive. Nor can it be deemed a plan to tum Eve 
Western Europe into an armed camp. Nor can it be § A mir 
deemed to contemplate new American man power § warnii 
overseas. Nor, Mr. President, can it be deemed—and § of the 
this is the vital thing to me—-to measure the final § the S 
authority which this agreement shall exercise to dis- § sancti 
suade aggressors from their crimes. The suprerre § by the 
authority for peace is in the potentials of the Treaty § might 
itself. It is in Article Five not Three. a “pro 
I want to repeat again, however, that I understani § from ; 
that Article Three has its very definite and unavoid- § could 
able importance. It builds no illusory Maginot Lines § war. 7 
But it steps up the defense facilities in being. It con § dents” 
tributes to security and to the sense of security. It mome: 
certainly discourages armed aggression by proxy—§ culabl 
which is to say, by internal treason. It betokens th But 
fact that the Treaty “means business” in its mutud § deliber 
purpose to prevent aggression. But I reserve to my-§ aggres 
self, as will every Senator, the right to pass inde § tered 
pendent judgment on the nature and extent of thiff Let us 
supplementary legislation. threat 
Just what is our obligation at this point? I take i'§f sociate 
no one would pretend that the ratification of the and fr. 
Pact does not make some sort of alteration in the§ ing ou 
situation as it exists without the Pact. Its articles are§ surren: 
not meaningless. But the timing and the nature andg is clea: 
extent of implementing legislation, in this or anyg deem 1 
other year, are, in my opinion, wide open to the free§ Atlant: 
decision of all Senators as to what they believe the 
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sbjectives of the Pact and the national security re- 
quire. The Secretary of State’s statement is “The 
pact does not dictate the conclusion of honest judg- 
ment .. . it does preclude repudiation of the principle 
or of the obligation of making that honest judgment 
_,. there is an obligation to help, but the extent, the 
manner and the timing is up to the honest judgment 
of the parties.” 

I shall feel free to argue with my colleagues on the 
merits of any such issues when they arise. But I shall 
never argue that their vote for the Pact precludes 
free and honest judgment and independent in any 
such subsequent event. 

Much the same sort of question arises under Arti- 
cle Five. Senators will observe that I am now seeking 
tosurvey the moot points that have arisen. Since this 
Article says that “an armed attack upon one shall 
be considered an armed attack upon all,” does this 
automatically commit us to war? It commits us, ac- 
cording to the text, to take forthwith, individually 
and in concert with the other parties, “such action 
as we deem necessary, including the use of armed 
force, to restore and maintain the security of the 
North Atlantic area.” A “commitment” to take notice 
and to do something about it is automatic. A “com- 
mitment to war” is not. Indeed, the textual phrase 
“including the use of armed force” obviously indi- 
cates that there are many other alternatives, just as 
there are in the United Nations Charter. 


Many Devices Short of War 


Everything depends upon the nature of the event. 
A minor aggression might be stopped by a vigorous 
warning. An instant appeal to the Security Council 
of the United Nations might succeed and: suffice. If 
the Security Council defaults, the so-called pacific 
sanctions described in the Charter might be applied 
by the partners under the Pact. In other words, what 
might be called an “aggressive incident,” or perhaps 











a “provoked incident” as some fear, as distinguished 
from an all-out, clearly deliberate act of conquest, 
could be mat with a multitude of devices far short of 
war. This is important because these so-called “‘inci- 
dents” have often historically led to war. At such a 
moment, the Pact’s potentials should exercise incal- 
culable influence for peace. 

But suppose the event is obviously of major and 
deliberate magnitude and clearly discloses a criminal 
aggressor deliberately on the march—as Hitler en- 
tered Poland or as the Kaiser entered Belgium. 
Let us say that it is clearly the dread thing which 
threatens the life and freedom of one of our as- 
sociated nations. If it is, it threatens the life 
and freedom of every other associated nation, includ- 
ing our own. If it is, it threatens total war or total 
surrender, pact or no pact. If it is, our commitment 
is clear as crystal. It is to take whatever action we 
deem necessary to maintain the security of the North 
Atlantic area, which vividly includes the security of 

rf. 


~ 





the United States. If the only action adequate is war, 
then it means war. If it does mean war, I venture to 
assert that, pact or no pact, it would mean war for us 
anyway in this foreshortened world. If it does mean 
war, I venture to say that we would be infinitely 
better off for having instant and competent allies. 
But if it does mean war, only Congress can declare it. 


The President's Discretion 


But then comes the next question. Who would 
decide for us what we would deem to be necessary 
under such bitter circumstances? The Constitution 
says that only Congress can declare war. The Con- 
stitution also makes the President the Commander 
in Chief of our armed forces. As such he can—and 
many times has—used the armed forces to defend 
American life and property and security, without a 
declaration of war. Since treaties are the supreme law 
of the land, would it not be his duty, under the 
extreme circumstances last indicated, to act instantly 
in defense of that pledge? I think the answer is 
“yes.” But he has a wide area of discretion, always 
short of war, in which to act, and he can only act 
within his constitutional authority which is neither 
increased nor diminished by this pact. Whatever it 
has been, there it still is. He could for example. im- 
mediately alert our armed defense and summon Con- 
gress to its own swift constitutional decision. His 
immediate action, like his power and his responsi- 
bility, would depend upon the nature and circum- 
stance of the event. So long as his action “forthwith” 
honorably recognized the basic obligation, he cer- 
tainly would not be under compulsion to take any im- 
petuous decision which might handicap or damage 
the sustained strategy mecessary to the pledged 
objective, namely the restoration of over-all security 
for the North Atlantic area. 


Dependability of Allies 


The Committee report answers an even more 
specific question on this score. Would he, or the Con- 
gress, be obligated to react to an attack on Paris or 
Copenhagen in the same precise manner as to an 
attack on New York? The answer is “no.” Arfarmed 
attack upon our own homeland involves an imminent 
physical need and an imminent constitutional obliga- 
tion for instant and maximum physical response 
which does not, and cannot by the very nature of the 
case, exist elsewhere, or under other circumstances. 
Turn the example around. In the event of an armed 
attack upon Alaska, would we or could we expect 
France or Denmark to react in the same manner as 
to an attack upon Paris or Copenhagen? Certainly 
not; obviously not. It would be impossible. 

But that does not dilute the “forthwith” pledge of 
“all for one and one for all” if an international assas- 
sin strikes. The pledge dependably means that who- 
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ever is attacked will have dependable allies who will 
do their dependable part, by constitutional process, 
as swiftly as possible to defeat the aggressors by what- 
ever means each deems necessary. 


Stopping Aggression Before It Starts 


I hope, Mr. President, that in this phase of the dis- 
cussion we shall not become so engrossed in proce- 
dural hypotheses—although I do not for an instant 
minimize their importance—that we forget the over- 
riding thesis to which this Treaty is addressed. I re- 
peat it again. Our thesis is that this Treaty is the 
surest way to prevent the necessity of having to con- 
front any of these disturbing contingencies because it 
is the surest way to stop aggression and war before 
they start in the North Atlantic area. Every prec- 
edent and all logic support this thesis. Let us 
not make the fatal error of deserting the Treaty 
because of our preoccupation with contingencies 
which we are far more likely to confront without 
the Treaty than with it. The prevention of the next 
war is more important even than the winning of it 
because not even the winner can afford his victory. 

This leads me to one more observation in this con- 
nection. The prevention of war is humankind’s su- 
preme objective. The way must be found. Like the 
United Nations to which it is subordinate, the North 
Atlantic Pact strives toward this goal. Yet, until the 
goal is reached, the Pact must reluctantly but realis- 
tically face the existence of arms and armaments in 
the hands of potential foes. Peace will never escape 
this final hazard until universal disarmament, under 
absolutely dependable and automatic guarantees 
against bad faith, has spiked all guns for keeps. This 
is the supreme Christian aspiration. I proudly remind 
you that Senate Resolution 239, which was the clear 
forerunner of this Pact, asked not only for the Pact 
but also, and with equal emphasis, for maximum 
American efforts “to obtain agreements’ among 
United Nations members, “upon universal regulation 
and reduction of armaments under adequate and de- 
pendable guaranty against violation.” 


_ Self-Defense and Disarmament 


The same Senate which asked, in S. Res. 239, for 
collective self-defense under Article 51 of the Charter 
—as envisioned in the pending Treaty—also asked, 
and in the same breath, for universal disarmament! 
Let that stand, Mr. President, as an incontestable 
answer to those malignant critics who cry out that the 
North Atlantic Pact is born of war mongers harboring 
evil, armed designs upon their fellow men. 

I could wish, Sir, that if and when this Pact is rati- 
fied, the President of the United States might address 
the world upon this score. I could wish that he might 
remind the world of all six of the objectives of Senate 
Resolution 239 from which this Pact springs; and that 
he might call the peoples of the earth to a new crusade 


in behalf of these peace truths in the so-called “Van. when 
denberg Resolution.” I could wish that he might un- pirit 
derscore our good faith dedication and plead for No 
good faith recruits. Natic 

It is peace which dominates our souls! Peace with sturd 
righteousness—the only kind of peace that is worth here 


the price we are prepared to pay for it! the I 

I could wish that the President of the United States J Char 
might thus recite Senate Resolution 239 for another § when 
reason. The same Senate which thus asked for a “co]- J tions 


lective arrangement” to implement Article 51, pur- 
suant to the terms of the pending treaty, also 
asked, and in the same breath, for new strengths in 























the United Nations Charter. Let that stand as the Mr. 
equally incontestable answer to those melancholy firmly 
critics who insist that the North Atlantic Pact is born § afisen 
of a purpose to defile, if not to scuttle, the United ff the pt 
Nations. this d 
I am conscious that this anxiety honestly possesses § twilig! 
many earnest friends of the United Nations. I prayer- | what ' 
fully say to them that I am certain they are wrong. § Jest th 
The Pact is written strictly within the framework of } might 
the Charter. It implements the Charter pursuant to ff promis 
the Charter’s own authority and direction. It categor-  gardle 
ically asserts in Article VII that “this Treaty does not J ment, 
affect ... in any way ... the obligations under the f Which 
Charter of the parties which are members of the J Donne 
United Nations.” It categorically asserts that the J (Mr. \ 
Treaty does not affect “the primary responsibility of f out its 
the Security Council for the maintenance of interna- the ca 
tional peace and security.” Foreig: 
ognize 
Pact Ceases When Council Acts yo 
Nor does it. I say again that this Pact goes into the Pa 
final active operation only when the Charter itself s depenc 
not operating. The Pact ceases to operate whenever outside 
the Security Council has taken the measures neces- f 8081! 
sary to maintain international peace and security. Ih standir 
net result, the Pact never operates if the Security J %°- 
Council always operates. If there is a lapse, th: § doubts 
Charter clearly and explicitly tells its member nations § 8 sole 
to do precisely what the Pact defines. ¢=» ference 
The inherent right of collective defense—those art obligat 
Charter words—clearly includes the inherent right o 
collective preparation for defense. But there is neither 
“preparation” nor ultimate action against anything 
Mr. President, unless an armed aggressor rapes tht The | 
Charter and then only until the Charter’s principle V. It i 
and purposes are redeemed. How can such defense 0! Article 
the Charter possibly be construed as hostile to the Treaty, 
Charter? How can it hurt the Charter to make theg Artic 
Charter work? nection 
We are members of the Charter. If the Charter hac§ “sign. 
not been nullified in vital ways by the Communist Char ter 
group, we would already be doing everything, agains Nothing 
armed aggression, which we would do under the re action U 
gional pact. Our obligation under the Pact is nothingg SPecific. 
new. It exists in the whole spirit of the Charter. Howg 4 cle 
can it be possible that we undermine the Charte Atlantic 
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ghen we keep its obligation alive—when we keep its 





i. me git alive—by acts of new and effective allegiance? 

ew No, Mr. President I venture to say that the United 
Nations and its principles and purposes have no 

’ with ¢urdier, no more militant, friends than those who 

worth here join forces to sustain righteous peace through 
the North Atlantic Treaty as a supplement to the 

States fg Charter, not a substitute, pending the happier days 

other fg when we can expand the sufficiency of the United Na- 

“co]. & tions as our total peace reliance in a saner world. 

pur- 

also Question of Colonies 

‘hs in 


s the Mr. President, I shall now briefly, but I hope 
choly §f firmly, deal with other interpretative issues that have 
born § afisen in the course of the Committee’s hearings and 
Inited § the public discussion of the Pact. These hearings and 
this discussion have been useful. We dare leave no 
twilight zones of fuzzy understanding in respect to 


Sesses 
ayer- || what we here do—not only for our own sakes but also 
rong, | lest there be those among our friends abroad who 


rk of | might one day accuse us of “keeping the word of 
nt to | promise to the ear and breaking it to the hope.” Re- 
egor- | gardless of whether we find ourselves in final agree- 
-5 not | ment, I commend the vigilant and critical scrutiny 
¢ the | Which the distinguished Senator from Missouri (Mr. 
f the Donnell) and the distinguished Senator from Utah 
t the | (Mr. Watkins) have focused upon the Pact through- 
ity of § out its consideration. I also commend to all Senators 
erna- | the careful and comprehensive report of the Senate 
Foreign Relations Committee which speaks with rec- 
ognized authority and with controlling probity in 
respect to implications and interpretations. 

The question arises whether Articles IV and V of 
. into § the Pact cover armed aggression against colonial or 
elf is § dependent or otherwise related areas of the signatories 
never § outside the area of the North Atlantic community as 
geographically defined in Article VI. My own under- 
y. Inf Standing is clear and unequivocal. The answer is 
no.” There can be no other logical answer. The 


“ 





th: § doubts seem to have arisen because Article IV, relat- 

tions § 12g solely to consultations, is unlimited in the circum- 
ference of these consultations. There isn’t a word of 

e are § ODligation in it except to “talk things over.” 
‘ht of 
“ither Limited by Geography 
hing, 
s the The obligations are spelled out in Articles III and 
“iples V. It is significant, in this connection, that when 
se off@ Article IX establishes a council to implement the 
> the Treaty, it directs the council’s attention specifically 


to Articles III and V. It omits Article FV-in this con- 
nection. This is as it should be. It is by significant 
design. Our pledge of action under the United Natiéns 
Charter is general. That pledge is four years old. 
Nothing we do here can change it. But our pledge of 
action under the North Atlantic Pact is limited and 
specific. It applies only to armed aggression in the 
area clearly defined in Article VI which is the North 
Atlantic community, set up by metes and bounds. 





A corollary question asks how nonmembers of the 
United Nations—namely, Italy and Portugal—can 
be included in a United Nations arrangement and in 
collective security under Article 51 of the Charter. 
The first answer is that Article 51 is not the source 
of the right of individual and collective self-defense. 
It does not establish this right: it merely recognizes 
its sovereign existence in all states whether in or out 
of the United Nations. The second answer is that 
the Charter of the United Nations clearly calls for 
collaboration with nonmember states whenever mu- 
tual interest requires. Indeed, Article II, paragraph 
VI, specifically asserts that ‘‘the Organization shall 
ensure that states not members of the United Nations 
act in accordance with these principles so far as may 
be necessary for the maintenance of international 
peace and security.” This doctrine is basic. It came to 
San Francisco from Dumbarton Oaks. It is perfectly 
clear that this Article deals with aggression against 
any state whether a member of the United Nations 
or not. 


Participation of Nonmembers 


Other provisions of the Charter similarly recognize 
the need to permit nonmember states. to participate 
to some extent in the United Nations system for 
maintaining peace and security. If this were not so, 
I doubt whether Israel would now be an independent 
nation, and now a member of the United Nations. If 
this were not so, Switzerland would not now be a 
member of the World Court. The Charter does not 
prohibit member states from entering into mutual 
defense treaties with nonmember states, On the con- 
trary, it contemplates just such arrangements by 
requiring that they be consistent with the Charter. 

Italy and Portugal have sought membership in 
the United Nations and have been prohibited by veto. 
Italy is historically indispensable to the “individual 
and collective self-defense” of France. Portugal is 
obviously indispensable to the defense of the North 
Atlantic community. Portugal may lack our sense of 
democracy, but it lacks no devotion to our sense of 
peace as proven through the years. Both adhere tc the 
principles and purposes of the United Nations Charter 
through adherence to this Pact. 

Two other questions arise in this connection. I 
respond to both. 

First. How can we rearm Italy under Article III 
of the Pact when our peace treaty with Italy puts a 
sharp mitation upon Italy’s armaments? The answer 
isthat we have no purpose to rearm Italy in excess of 
Treaty limitations. Through self-help and mutual aid 
we shall increase the efficiency of this brave, young 
Italian republic to resist ‘armed aggression within the 
Treaty limitations. 

Second. Can other nonmember European states be 
admitted to the North Atlantic community hereafter? 
Under Article X, the answer is “yes’—but only by 
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unanimous consent of the existing signatories. Who 
gives this consent for the United States? The Secre- 
tary of State has quoted the President—categorically 
and unequivocally—that he will do so only with the 
advice and consent of the Senate. The Secretary of 
State has further asserted that this pledge is binding 
upon the present President’s successors. In my opinion 
any presidential successor who might do otherwise 
would be impeached. This is fundamental. The char- 
acter of this Pact—and the nature and extent of our 
obligations under it—are governed by the character 
and the nature and the extent of its membership. 
When we ratify this Pact we accept its existing mem- 
bership and none other. When we satisfy this Pact 
that is all we shall have ratified. To enlarge the 
membership is basically to alter the Pact. This must 
require the consent of the Senate just as definitely in 
the second instance as in the first. The record is clear 
and unmistakable. 


If a Signer Turns Communist— 


Still another question really answers itself at this 
point. What happens if one of the existing signatories 
itself fundamentally changes character within the tex- 
tual life of the Pact? What happens, for example, if 
one of them succumbs to communism? Are we still 
bound by these pledges? 

The answer is that we are not. Any adverse change 
in basic character would represent a new signatory 
to all intents and purposes. We are making no com- 
mitments to any such new signatories. , 

But how do we expel them? We do not. Under such 
circumstance the Pact simply ceases to be operative 
in respect to them. They expel themselves in reality 
by erasing their own eligibility under the terms of the 
Pact. Co-operation would be impossible from their 
point of view or from ours. These facts would mu- 
tually serve to terminate the actual relationship. 


Civil Wars Not Included 


Are we bound to support a member state against 
internal attack which seeks to overthrow the govern- 
ment? We are not bound, directly or indirectly, to 
take sides in civil wars. We are pledged only against 
armed aggression by one state against another. If 
civil war should include external armed aggression— 
identified by us as such—we would be obligated to 
take such steps against the external armed aggression 
as we would deem necessary to restore and maintain 
the security of the North Atlantic area. But this 
Treaty is not a contract for the perpetuation of the 
internal status quo and cannot be used as such any 
more than can its parent, the United Nations Charter, 
which under Article II, Paragraph VII, is prohibited 
from intervening in matters which are essentially 
within domestic jurisdiction. 

Many questions have been asked about the general 
engagements in Article II—the “further development 


. United, Nations .as,a vital whole. Under its directiv 

























of peaceful and friendly international relations” ang With 
particularly the quest for the elimination of conflict § @ At 
in international relations and the encouragement of § M9 4 
“economic collaboration.” This is simply a restate. § Uaited 
ment of the general philosophy of “self-help anq § Atlant 
mutual aid” which underlies every international enter. § 4 th 
prise upon which we have embarked. It simply re- lift the 
emphasizes our constant theme that needless economic § He 5 
“conflict” is a barrier to progressive stabilities, } § venture 
should say it is particularly addressed to the need United 
for larger Western European unities. joubts 
Under it, do we accept any tariff commitments? We § %¢ of 
do not. Does it obligate us in any way, for example, § #5 hi 
in respect to the pending J.7.O. (International Trade 
Organization)? It does not. Does it leave us free to } 
consult our own economic necessities as we believe 
them to be? It does. It is a general expression of One 
economic good will—along with its other emphasis § source ‘ 
upon mutually promoting “free institutions” and  straino 
“conditions of stability and well-being.” It is a broad § st we 
assertion—like the Preamble—of an ideology. It is | id tak 
an abstract objective in keeping with the spirit of | Uaques 
co-operation in the North Atlantic community. It is ve dare 
not by any stretch of the imagination a mandate. 2 the 1 
‘withou 
Aye Ge > The 
No Subdivision of Allegiance Aa 
This leads to yet another frequent query. By this find a di 
pact do we tacitly exclude from our concern those J our | 
nations which we do not include in the community? national 
We do not. Our engagements to a// member states in This pe 
the United Nations remain specifically unimpaired. JS We 
No jot or tittle is subtracted. Specific proofs of this Juavoid 
truth abound. For example, the “Rio Pact” remains font. O 
impregnably intact—and always will. That includes the ever 
more member states than does this Treaty. Again: Mes as 
we are concurrently demonstrating that our direct J" peace 


concern with Greece and Turkey and with Westem 
Germany and with Korea and with kindred troubk 
spots is just as acute today as it was before the 
Senate ever thought of its Resolution 239 whici 
started this Pact upon its way. ‘That Resolution 
sought, among other things, the strengthening of th: 


we are today seeking these United Nations’ strengths 


just as vigorously in the General Assembly and in th: S 
Security Council as we are seeking new strength fo 
it through “tegional facilities to help it meet its re When 
sponsibility for peace and security in the world. 948, ad 
We are not, by this Pact, dedicating ourselves to smposed tt 
“priority bloc.”’ We are not subdividing our allegianct vailable 
to the whole United Nations, any more than we di(ff It adv 
-at Rio. We are preparing, through congenial co-operative to 
tion, to meet our existing obligations against arme¢§Nations 
aggression—basic obligations imposed upon us by theghip to \ 
Charter—in that community where our responsibil-§n partic 
ities to the Charter are calculated to be most intimatqfollective 
and most direct. Surely we thus serve and strengtheng-in beh 
the whole institution and every peace-loving stat@hrough 
within it. &gressio 
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With confident approval I quote Ambassador War- 
yo Austin, our former honored colleague who has 
yen and still is our principal representative in the 
Jaited Nations. Said he in our hearings: “If the North 
itlantic Treaty is operated according to the letter 
ind the spirit of the Charter and the Treaty, it can 
jit the cause of peace above any level yet attained.” 
He strongly recommends that we vote “yes.” I 
venture to suggest that his devoted loyalty to the 
Jnited Nations is ample reliance in resolving any 
joubts that any of us may have in respect to the im- 
sact of this Treaty upon the institution to which he 
dives his life and love. 


Avoiding Overstrain of Resources 


One final point, Mr. President. It is a legitimate 
source of widespread anxiety that we shall not over- 
strain our own resources in any of these commitments 
lest we ourselves collapse, pursuant to Soviet prayers, 
ind take the peace hopes of the world down with us. 
Unquestionably we confront fiscal limitations which 
ye dare not ignore. We must be provident. Yet, even 
in the matter of prudence, it is the fact of life that 
‘without vision the people perish.” 

The surest way—the only largely effective way— 
for us to cut our budgets in the years to come is to 
find a dependable formula for peace. Exactly one half 
of our budget for the next fiscal year is required for 
national security through defense and foreign aid. 
This percentage is continuously geared to the prog- 
fess we can make toward peace. It inevitably and 
wuavoidably reflects the degree of menace we con- 
font. One dare not even think what it would be in 
the event of another war. We truly spend to save— 
taxes as well as lives and liberties—when we invest 
in peace. This is not an easy equation to evaluate in 
the midst of these uncertain economic days. But let 
realists remember, when they strike their balance, that 
rt-sighted economy can be as costly and as deadly 
trash extravagance under some circumstance. 
Now, Mr. President, I summarize; and I leave my 
lleagues to their fateful judgments. This is my esti- 
ate of the total situation we here face. 




















Strengthening the United Nations 


When the Senate, by a vote of 64 to 4 on June 11, 
948, adopted Senate Resolution 239, I believe it pro- 
sed the wisest and the safest peace procedures 
vailable to us and to Western civilization. 

It advised the President of the United States to 
tive toward strengthening the sinews of the United 
ations in behalf of the collective peace and fellow- 
ip to which we rededicated our hearts and hopes. 
N particular, we advised him to seek regional and 
ollective arrangements—and to associate with them 
in behalf of individual and collective self-defense 
ough self-help and mutual aid against armed 
ggression. 


The country well-nigh universally approved the 
Senate’s action at that time. The percentage of dissent 
on the outside was apparently as small as it was on 
the inside. 

The President has acted upon the Senate’s all but 
unanimous advice. He has sent us precisely that for 
which we asked—and in the tailoring of which we 
have had a constant hand. Indeed, I would not know 
what it was J was asking for on that historic day last 
June if this Pact is not it. Furthermore, the need has 
not lessened with the intervening months, nor have 
the signs that this increased and final unity in the 
North Atlantic community will strongly maintain 
the peace momentum, in this area, which has been 
making such vivid strides against its obvious adver- 
saries. 

I earnestly submit that this is no time to let this 
peace momentum lag or lapse. Let us maintain this 
sanctuary of realistic hope. This is no time to let the 
relatively little risks, if such there be, blind us to the 
larger risks which we here mitigate and which can 
involve the very survival of free society. Let us not 
get so close to the trees that we lose sight of the 
forest. While we must frankly assess the liabilities 
lest we dream ourselves and others into delusions, let 
us just as frankly assess the supreme and potent and, 
I believe, dominant advantages which destiny here 
invites us to embrace for the sake of our own 
national security in our own precious land. 


A Fraternity of Peace 


This Pact is a fraternity of peace. It involves us in 
no obligation not already implicit in our signature 
to the United Nations Charter. It simply makes the 
obligation plain and dependable for us and others. 
It binds potential and indispensable allies to us as 
well as us to them. It spells it out. This candor can 
be as powerful as an atom bomb. This is its terrific 
authority for peace. It spells out, beyond:-any shadow 
of any doubt, the conclusive warning that 300,000,000 
people, unified in competent self-defense, will never 
allow an armed aggressor to divide and conquer them 
pursuant to the pattern of the rapes of yesterday. It 
spells out the conclusive warning that independent 
freedom is ngt an orphan in this Western world, and 
that no g~gmed aggression will have a chance to win. 
“* Thus we crystallize the most practical deterrent 
and discouragement to war which the wit of man has 
yet devised. 

We have done our best—for peace. But we recog- 
nize our frailty. The wit of man alone is not enough. 
I quote the final sentence from the findings of the 
Senate Committee of*Foreign Relations: 

“In tendering this unanimous report on the North 
Atlantic Treaty, we do so in furtherance of our 
nation’s most precious heritage—shared in common 
with the other signatories—continuing faith in our 
dependence upon Almighty God and His guidance in 
the affairs of men and nations.” 
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Wiispers. 


Truman Feelers for 2nd Term... U.S. Warplanes 
To Marshal Tito? . . . Pressure for Revaluing Gold 


Sir Stafford Cripps, Britain’s No. 1 
planner, still figures that in the 
showdown he can outbargain any 
United States official and win ac- 
ceptance of his view that Britain’s 
future lies along the path of more 
and more controls over trade, coupled 
with more and more socialism. Sir 
Stafford is proud of a reputation as 
a hard bargainer. 


xk * 


John Snyder, U.S. Treasury Secre- 
tary, is not at all sold on the ideas of 
Britain’s Chancellor of the Exchequer. 
Mr. Snyder is prepared to insist that, 
in exchange for any new billions, the 
British will have to accept the idea of 
freer world trade and to give up the 
idea of planned trade under tight 
controls. 


x & * 


Paul Hoffman, Administrator of the 
Marshall Plan, is not in sympathy 
with the Snyder view that Britain 
should devalue her pound, cut prices 
and try to make her way in the world 
in a competitive struggle. Marshall 
Plan money is helping other countries 
to devise plans for insulating them- 
selves from competition. 


x * * 


President Truman is going along 
with those officials who insist that 
the time has come for the United 
States to make sure that the trend 
in the world toward controlled trade 
is reversed if U.S. dollar aid is to 
continue on a large scale. Some na- 
tions now are living off dollars given 
by this country while they apply 
controls copied after those which 
were set up in prewar Germany by 
Hjalmar Schacht. 


x *k 


French officials are hinting again that 
they would like the U.S. to “redis- 
tribute” its $24,000,000,000 hoard of 
gold by spreading it among friends. 
Then it could be used to pay for 
goods bought in U.S. and the gold 
would come back. It’s a sort of per- 
petual-motion device to enable this 
country to give away goods under 
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the guise of restoring gold reserves 
in other countries. 


x *k * 


Both the British and French are 
pressing U.S. to revalue gold, raising 
the price from the $35 level that was 
set in 1934 after an increase from 
$20.67. Gold price, if raised to $55 an 
ounce, as the French suggest, would 
give the U.S. Treasury a profit of 
$14,000,000,000. 


wo ok 


Yugoslavia’s Marshal Tito is angling 
to get U.S. military airplanes and 
may get a few if he promises to go 
along on policies this country would 
like him to follow. 


x * * 


Mr. Truman’s aides are beginning to 
point out that the term in the White 
House that started Jan. 20, 1949, 
really is the President’s first and that 
he is entitled to a second term, if the 
voters will agree. The impression be- 
ing left is that Mr. Truman finds 
his job more and more to his liking. 


ee Se 


Labor leaders are assuring the Presi- 
dent that they can deliver enough 
votes in 1950 to assure a Congress 
with a viewpoint nearer to that 
wanted by labor. Organization work 
pointed to the 1950 campaign already 
is getting started. 


ook ok 


Black list of members of Congress 
being prepared by union leaders for 
1950 political campaigns is based 
upon votes in both Senate and House 
on key amendments to the Taft- 
Hartley Act. 


% ok& t® 


Senator Walter George, of Georgia, 
head of the powerful Senate Finance 
Committee, is to discover that the 
President didn’t dissent when labor 
leaders placed him on their 1950 
“purge” list. Senator George is an 
old hand at surviving attempts of 
labor leaders and of the White House 
to put him out of office. 


Labor Day is the target date for ad- 
journment of Congress talked about) 
in White House meetings with Demo-¥ 
cratic leaders in Congress. 


x *k * 


Sam Rayburn, House Speaker, has/ 
assured the White House that any 
resolution directing President Tru- 
man to cut the Government’s budget 
by 5 or 10 per cent will be buried 
in committee. If there is budget cut 
ting to be done, Congress will have 
to do it. 


xk * 


Louis Johnson, Defense Secretary, is 
to have the unpleasant task o/ telling 
generals and admirals that they can’ 
spend so much money in anothe 
year. If federal finances ever are te 
be put into shape, cuts will have ta 
be made in military spending to the 
tune of $3,000,000,000 to $5,000, 
000,000. 


& 


Leon Keyserling, vice chairman o 
the President’s Council of Economi 
Advisers, goes along with the Ne 
Deal group that feels the Govern 
ment’s budget really isn’t enough ou 
of balance. Planners in the Govern 
ment want a budget far enough ou 
of balance to revive inflation and te 
assure jobs for all. 


KK * 


Robert Denham, Labor Board Coun 
sel, with powers independent of tha 
Board, is getting a new lease on of 
ficial life as a result of delay by Con 
gress in changing the Taft-Hartle 
Act. Mr. Denham again is causing 
concern for labor unions with new in 
junctions against secondary boycotts, 


xk *k * 


Marriner Eccles, Federal Reserve 
Board member and former chairman, 
thinks that there must be more pricé 
adjustments downward before bust 
ness is on a sound footing, but he has 
favored Board policies that make s 
that the market for money is easy 
and not tight during the period of 
adjustment. 
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Freight Trains Have Time-Tables, Too ! 
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YES, the fast, through freight trains 
of the Pennsylvania Railroad run on 
time-table schedules, too, just like 


passenger trains. 


These schedules are important to you 
because many of the things you use 
in your daily living are shipped as 


Pennsylvania Railroad freight. 


These trains bring fresh fruits and 


vegetables for your table... fuel for 
heating your home. They cafry raw 
materials and supplies to factory and 


mill... merchandise to your stores. 


The farmer and the businessman can 
plan because these great fast freights do 
run on schedules, and because they 
adhere to them faithfully in the best 


railroad ‘‘on-time” traditions. 





PENNSYLVANIA RAILROAD 





